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ABSTRACT 

^ Thirteen papers ''presented at a conference on 

employment statistics and you-th are contained in. this report. 
Reviewed are the problenjs of gathering, interpreting, and applying 
employment and unemployment data relating to youth. The titles of the 
papers are as follow: "Counting Youth: A Comparison of Youth Labor 
Force Statistics in the Current Population Survey and the Jiational 
Longitudinal Surveys"; "Tiie Volatility of the^ Teenage Labor Market:^ 
Laboj-AForce Entry, Exit, and Onemploymetit FIohs"; "IhA^ Transition 
from Schooyto 4lork with Job. Search implications"'; "The Establishment 
of Stable and Successful Puplcyment Careers: Ihe ficle of Work 
Attitudes and Labor Market Knowledge"; "economic and Sociocultural 
Variables Affecting Rates of Youth Onemployment, Delinguency^ and 
Crime"; "Racial Differentials in Bale Youth Dnemployment" ; "The 
Effercts of Child Labor Laws on 'Youth Unemployment"; "Youth Labor 
Markets and the Military" ; "Direct Effects of Employment and Training 
frograms on Employment and Onciployment: New Estimates- and 
Implications for Employment Policy"; VSocial Development and 
Emp:^Q»ment: An Evaluation of the Oakland Youth Experience Program"; 
"Control Group Selection"-; "Methods of Allocati rg funds to Alleviate 
Teenage Unemployment. Problems"; and "Lowering Youth Unemployment: How 
Much and What Cost?" (JH) 
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' * • INTRODUCTION 

. By: Robert Taggart .and Naomi Berger Davidsoa 
♦ * ' ' ' ' . 

The statistical parameters of the youth employment problem are 
by now a familiar litany. Teenagers account for nearly a fourth of 
the unemployed, and persons xxn^'er age 25 represent almost one half, 
even though they constitute only a tenth and a fourth of the labor 
force respectively,, .The rate of unemployment among youth-4i£e sixteen 
to nineteen is* two and a half times .the overall p^wo-flfths of. 

black teenagers 'in the labor f9rce ai;e without jobs. \ " 

There is general public, recognition,, based on. such statistics, 
that youth unemployment is a. critical national issue. Yet beyond 
this recognition, there is little agreement about the actual dimen- 
sions of the job deficit, the severity and imp li£:iat ions of jobless- ' 
ness, its causes, or the effectiveness of alternative public policies 
Libraries have been written about youth employment and unemployment, 
but the literature -raises as many question^ ^s .it answers. 

One fundamental reason is the inadequjij::y J^f our measurenjent. 
tools and the uncertainties relatecD.t© their appYi^Ation. The first 
step in addressing atiy problem in a ''rigorous," "scientific" manner' 
is to develop a set of measuring rods which will re^tistically ap- 
praise, the Characteristics of the phenomenon, whOT^|^ill aid in as- ' 
sessing its causes, and which .will provide a baseiine for determining 
the- impacts of interventions,.- ^ In the employment arena, the statisti- 
cal system, while fextrenrelyj^phisticated,\ was not developed for use 
in understanding arfd measuring youth employment problems . Ti)e cori^- ♦ 
cepts and definit).ons -af "employment/' "unemployment"- and "labor 
force" participation were largely derived from the. Depression experi- 
^Qnce," when the primary issue was joblessness among adult breadwinners 
,The ineaning Qi^ these terms becomes clouded when a](5plied to person^ 



with very marginal and fluctuating ^attachments' to the world of work. 
Interview methods by Which the employment and unemployment data are 
derivfed may ^also bias results as they relate to youth, 'iince the head 
of household who is interviewed may not know about, the^ttitudes and 
activities of junior members. There are so many other factors invol- 
ved during the "tempestuous teens'; and early twenties, that employment 
characteristics and developments cannot Be considered alone. 

By the same token, as . youth ha.ve become an increasing -share of 
the labor 'force, their inclusion in the gverall employment and unem- 
ployment statistics have generated uncertainties about thMneaning of 
these numbers. EquAl weight is given a si'xteen-year-old high school 
student looking for a 5-hour-a-week job to pay for clothes as is 
given the unemployed teacher with a. family to" support. The aggregate 
data mix "apples" and ".oranges", and it is increasingly difficult to 
•determine the imrolieations of any given mixture. Some,have argued, 
for instance, Aat* historically high rates of national unemployment 
must be tolerated because so many youth are counted in the statistics 
whose. problems are. neither 'serious nor solvable. « ■ 

A f^w illustrations quickly suggest some of the ^differences be- 
tween adult and youth unemployment which <;loud the overall data and 
Jk^ it difficult to assess the data which are^available for youth:. 

o Half of teenagers (sixteen to nineteen) unemployed" during the 
school year are students. .This is a dramatic change from the 
' early 1960 s' when less than a fourth of unemployed teenagers 
were in school. Among twenty to twenty-four-year-oldis, only an 
eighth of th'e unemployed are students, and the proportion drops 
to 7% among, twenty-five to thirty-four-year-olds. ^ • 

o More than a third of sixteen to ninete^en-year-olds are part- 
^time job seekers, compared to *a tenth of persons twenty-fiv^ 
and over. Teenagers who work average 28 hours of employment 
weekjy compared to the 40-houB average of adults. ^ 

Youth employment a^id unemployment is very seasonal. From > 
December to yuly 1977, employment among sixteen to nineteen- 
year-olds rose by a. fourth compared' to a tenth for twenty to 
twenty-four'^'year-olds while remaining almost constant for ♦ 
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persons twenty-five and tfVerl^ Youth accounted, for 95% of the 
December fo July employment increase, 

\ Among persons with labor force experience during -1976, t^hree- 
fifths of sixteen to seventeen-year-olds, two-fifths of eighteen 
to nineteen-year-olds, and a fifth of twenty to twenty -rfoiiS'-Year 
^)ld5 were in the labor force less than half t+ie year compareil % 
Swith only a tenth of older participants. . 

) Few young p6rsons^ are breadwinner3 . Less than a tenth of sik- . 
teen to nineteen-year-olds in the civilian labor force are mar- 
ried with a spouse present, compared to two-fifth? of. twenty to 
twenty -^four-year-olds\^nd seven of every ten twenty-f ive 
. thirty-fpiir-year-olds , - ' ' ^ ' / 

) The frequency of entry and exit from the labpr io\z^xs a major, 
factor in youth unemployment. In J977,. seven of ten unemployed 

* youtH were intrants or reentrants into the labor force ,.*compared 
, to less. than two-fifths of all unemployed^ Similarly, ^ 53% of 

unemployed teenagers we're jobless five weeks or less cT)mpared 
^ij0.th o.nly 38^ qf the unemployed *>agfe twenty gjic^older.* 

o For ev0*ry uriemployed yo.uth age sjoctQen to ni-neteen, there is " 
.another who claims to want-^a, job is nof looking-- largely 
because of; school attendance . 

o Among employed sixteen to- ninet,een-year-olds^ rfiore than a third 
'^earn less than the minimum wage., Whi^le some unemployed youth 
tiave unrealistic wage expectations, two-fiftfis claim they vyould 
take a job that paid less, than the minimum arid another fifth 
. would take a job at the minimumT" :The mean wage for employed 
sixteen to nineteen-year-old male^is lesr th^n half that for 
maples twenty-five and over.- For persons un^er a^e^twetity with 
work experience, mean income in 1976 was only $1600 compared to 

;<^$4'900 for workers age twenty to .twen^ty^^^r and $8300 for per^. 
sons age twenty-five to twenty-nine. s | ' . 

cf Youth with "sierious" problems dre a minority of all unemployed- 
youth. . Dropouts represent less than a.fo.urt'h of unemployed 
sixteen to twenty-£our-year-olds, and ijdnwhite school dropouts " 
only one-twentifeth. 'Only a third of unemployed youth are frbnh 

* poor famil.^^s, and half from, families below<the BLS ^ower living 
standard.;. An eighth are from poor, nonwhite families. Like- 

- wise, only 6% of jobless sixteen to nineteen-year* olds are ^^mon.gv 

the long-term unemployed (twenty weekrS or more^ compared^ to 
- fifth of adult unemployed. 




^. the labor force data for youth largely reflect demographic. 

trends, A^The annual growth rate of the Sixteen to nii^eteen . 

labor fofce cohort v%3 3,9% from 1970 to 1975 compared, to 2,2% . 
. for twenty- five to fifty-four-year-o^ds. From 1975 to .1980, 
^-.-^tKe growth rate- for youth is expected to slow to ,8% annually. 

From 1980 to 1985, the youth labor force is expected i:o actively 

decline by 2,?(% annually. 



o From 1964 to 1970, government employment ^nd training programf 
and the military accounted f6r one fourth of the employment 
growth (.including Armed Forces) for sixteen to tventy-four-year- 
olds. From 1-970 to 1976, the decline in the military exceeded 
the expansion in program enrollments, so that the government 
sector 'activity actua-lly reduced employment growth, 

*^These , few examples suggest the many considerations in Interpre- 
ting and applying employment and unemployment statistics regarding 
youth, The^^ples are evidence that some data are gathered or 
these impcgrtant 'issues'] However, the available statistics -are in 
many cases sporadic and incoiflplete--adeciuate to h}.ghligl^t is3ues but 
no\ to address them fully, And^in many cases, there are copious data, 
but a great deal of uncertainty about what ^they mean, / ^ 

To iilipi^VQ understanding, of youth employment problems an^ pro-* 
.f ^ ' ■ * 

grams, it i^ necessary to begin by improving our understanding of the 

measurement system, its us>es and its abuses, A Natio||ial Commission 
on Employment and Unemployment Statistics has been established by 
Congress to assess all aspects of our labor force statistics, • in- 
cluding the. problems iij^pplying them to youth, ' Likewise, the Youth 
Employment and Demonstration Prpje'cts. Act/ (YEDPA) , signed, by the 
President on August 5, 1977, provides the Secretary of Labor with 
discretionary authority to support experimental,, demonstratioh and 
research, activities' which will lead to a better understanding of how . 
*td\ijn^^ the employment and. earnings of youth. One of the*first ^ 
priorities .was, therefore, tp address the i'ssues related to the^meas*- 
urement of youth employment. problems and program impacts,' 

:In February 1978, a Conference on Employment ^Statistics and 
Youth was held*to. bring together the Nation's e:)cperts to assess these 



issues. The confeVence was orgaiy.zed by the I^itute^of. Industrial „ 
Relations of the University of California, Lbs Angeles, under the 
joint sponsorship' of the Department of labor's Office of the Assis- 
tant Secretary, for Policy, Evaluation and Research, and the Office of 
Youth Programs, with guidance ffom the National Commission onflimpiay\^ 
ment and Unemployment Statistics. A total of twenty-two papers were 
c*6mmissioned for this conference. Based, upon disci*ss.ions at 'the ' ^ - 
conference and reviews by a panel of independerU: experts, the" follow- 
%g thir1,een -papers were selected for inclusion in. this, vo-lume. The 
remaining papers, which provide a range .of important supplementary 
information, are available upon request" from the Depai>tment of Labor's^ 

Office of Youth Programs. * . 41 ' ' . 

The analyses included, in this volume cover a number of inter- 
related topics. The first two papers focus' on Who is counted and the 
dynamic aspects underlying our- static measures^ In "Counting Youth: 
A Comparisbn'-of. Youth Labor Force Statistics in the Current Populatiqn 
Survey. and the National Longitudinal Surveys," Michael Bows, Frink ' 
Mott and Gilbert Nestel document how dlffe^-ences in survey techiliq.ues 
can make drastic differences in measured labor force status. The 
an^ysis documents the very wide margin in determining, whether yc)uth . 
are really inside ojr outside the labor' force, raising fundamental 
questions ajj|ut the reliance which^^cap be placed on fluctuations in . 
measured employment and unemployment rates for youth, "l^alf;^ Smith 
and. Jean Vanski, 'in "The Volatility of the Teendge Labor Mark e.t: 
Labor Force Entry, Exit, and .Unemployment Flows'," 'demonstrate that - 
fop youth even more than adults, the point -in-tinre measures of em- 
ployment and. unemployment mask an enormous flux a$ youth move into 
and out of j^ySs.and the labor force. The "p;>6babalistic" approach 
to analysis which considers these dynamic facts is complex but fre- 
quently is necessary to- fully underspnd the static labor market 

statistics i / ■ ^ 

The next, five papers examine labor market, institutional and . 




• ■ . * * 

societal factors vyhich affeiit the measured rates of employment and ula~ 
employment. Stanley Stephen5iTn's analysis, "The Transition from 
School, to Work with Job SearchX Implications'- e^^mines the question 
whether unemployment 'during the dearly years in' the labor force is . - 
constructive. One theory is that joblessness* reflects an exploration 
process- leading to bettter job opportunities. ^Another theory is that 
IP^ ' employment, itself teaches job skills and leads to future success. 
*# • ^The paper explores the evidence in.f^vor pf these theories. In "The- 
Establishment of Stable and . Successful Employment 'Careers : The Role. 
of^Work Attitudes and Labor Market Knowledge," Paul Andrisanl ex- 
^ amines the ^ttitudinal and informational underpinnings of labor mar- 
ket participation by youths, addressing questions such as whether \ 
youth really want ^to work and how they le^rn and hpw much they know 
about labor market, opportunities. Daniel tilaser's "Economic and . 
r Socioeconomic Variables Affecting Rates of Youth Unemplp.yment, De- - 

^ linquen^y#and Crime^' discusses the impact of unemployment on crime 
&^ . rates and the extent that illegal activities may provide an unreport- / 

ed alternative to gainful employment; Paul Osterman's paper on "Ra- 
cial Differehtiafs^ in Male Youth Unemployment" assessed all of the. 
factors, including .discriminatfon, which result *in the staggeringly 
hi^l^levels of youth uneiBployment a^ well as the consequences of 
^ these ♦^severe problems. Finally, "The Effects^of Child Labor Laws 
on Youth ^mpfoyment'^. by f)aniel Mitqhell and John Clapp analyze^ the 
legal impediments to^^uth .employment and the way these affect meas- . 
ured rates/of employment and unempfoyment . • ^ * 

The next four papers dispuss the direct and indirect impacts of . 
government activities. The military^ is a primefry 'emp^yer of youth, ^ 
ani Richard Cooper's "Youth Labor* Markets and the 'Military" suggests 
the substantial and frequently ignored effect of Armed Porces require- . ' 
ments and^' policies' on civilian ertiployment and. unemployment statistics. 
In "Direct Effects of Employment ^nd Training Programs on Employment 
and Unemployment: Hew Estifates an^yHhn^lications for iEmploymerit ^ 
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' Policy',', Charles and Nferk Killing'swoVth e$timatP'flfce* in^aats,;^f «mair- * 
power program* eijro.llments on the official employment* "Tind unemployment ' 
'counts. "Social Development* and- Employment": An. Evaluation of the. 
, Oakland Y^uth Work Experience Program" by DelbertEllicftt and Brian ^ 
Knowle 5 expires the effects of a "model" work experience program on 
subsequent employment and earnings. While the results are not neces- , 
^arily general izeable, they- give an vindication of some^ossible con- . ^ 
sidera\ions in assessing* indirect impacts of employment, and training 
programs on 'future employabi-lity , " Ernst Stroms'dorfer and Tei-Wei Hu 
discuss the^ways in which program impacts on employment and- earnings 
can.be assessed in "Control Group Selection." *" [ " • . *» 
The final two papers focus on the'use of emB!loyiiien.t and\'unem- 
plo^ent statistics in addressing questions about the scale of needed 
gb,vernin^t initiatives and fefie^distri'bution of resources. '"Methods 
of AUocat^^Funds to AllevSsPe Teenage Unemployment Problems," by. 
Jos-eph Cordes and Robert Goldfarb examine/ the formulae, by' which 
' yovith ejiip,loyment ar^ training' resourcesrare distributed and the data 
^ basqs to ;which these* forniiilae- are' applied . Paul Flaim and Paul Ry- 
scftvage u'^e. available labor market statistics to estimate- ^le .job 
de^ficit for youth in "Lowering Youth Unemployment: How ^ch and at • 

What Cost?" ♦ ' ' 

Overall, then, this set of pikers presents a panoramic review" of. 
the problems of gathering, interpreting and applying employment and 
, "^^-iLynemgloyment data relating to youth. The conclusions^re criticaUy 

« important in seeking to beCter understand youth employment probleins 
. •.*an4 programs: A V." . 

> 1. Survey dat?^ responses vary considerably depending on'who is 
asked "what question.- Published Bureau of Labor Statistics informat^]^..,. 
'" is frequent It- con si dfere^ sacrosanct £lhd used as a.b^sir for highly 
.sopHisticated analysis. Ill fact, however, the youth unemployment 
rate may vary 'jiore than half depending on who in a household i^ 
interviewed hJw they are approached. ' . . 



2. TheVouth labor market 1^ highly ''dynamic, and s/atj.c .Con- 
cepti^alizatiohs are not always 'appropriate. For imstanc^, there is 
t an^ l>vious job deficit for youtK, but increasing flhe nujjnber of ''jobs 
may simply bring new entrants ^into th§ labor foi^ceT^r draw youth 
away from other openings, atid might • not ^directly refduce unemploMTuent . 
If the jobis are more stable, this vyill reduce unemployment; if they 

•are unstable they may increase shi^s iri and out of the latJor force 
and employment. To the extent wthat occupational, information and., 
placement services lead to better job choices they wi|A increase the 
stability of employment;, to the extent they prolong the job search, 
they; will raise unemployment. 

3. In general, work experience seems to pay off in the.sensV 
that those who hold jobs during school tend to have. more stable em- . 
ploymetit In the future. However, it i$ unknoWti whether government 
created slots- which fill the job deficit^ are as effective as other * 
employment, or whether the effects, which prevail on the average also 
hold at the margin; i .e. , whether putting -another youth to work pays 
off in the future for that youth. 

'J A. Youth in general do not ha^e unrealistic job expectations, 
and like^most everyone else, th^y respond in a rea*ibnable fashion to 
labor market realities. Youth who know';nore about the labor ma^k^^t 
and who»are more p^P^tiyely-oriented to wbrk tend to. do better. It 
is, again, uncertain Whether public intervention can improve labor*- 
market knowledge or motivation, and 'whether the participants who are 
motivated and informed by such programs will do better than those 
are not. " . V 

5. The. interaction between crime and 4^ employment is apparently 
a two-way Relationship. However, so ihany factors are involved that ' 
it As uncertain whether increased employment opportunities will lead 
to'^a direct reduction^n crime. ^ ' ' , ^ * 

6. Black youth employment problem^ ,are the r^ult of a massive 



array of factors. Unemployment measj|¥j^^^ one of the symptoms 
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an4 is not a ver^c^iutate reflection of differentials in opportunity. 
Unemployment^4»^s not have the same consequences for white youth as 7 

it does for biycKs. ; , ' ^ , ' • 

* ',7.' youtB' under age eighteen are underrepresented in certain.' 
oc<^upatiohs .^vered by .child labor laws. Howevej:, youth shift into 
these occupJiWas they age, and^it is uncertain to what extent the 
laws alteri^verall youth employment of restrict certain groups of 
youth from getting into more promising career tracks. Likewise, it 
is unclear what risks are involved in the covered sectors and" whether 
younger persons are better off outside. 

8. The military is*" a major employer of youth. During the Viet- 
nam era, growth of the Armed FofCes absorbed large numbers of young 
men and' contributed significantly to declining unemployment. During, 
the 1970s, cutbacKS in military personnel had the opposite effect. 
DespitI the volunteer nature of military service, employment statis- 
tics contiijue to count the military sector separately. Inclusion 
might be more appropriate. 

• . 9. . Empl'byment and training programs have a direct effect on , 
; youth unemployment. It is estimated that expanding enrollments be- 
tween 1964 and L969 accounted for 90% of the- decline in unemployment 
over this period. From 1969 to 1976, the programs did not expand- 
any, more rapidly than the youth labor force so their contribution to 
reducing unemployment was Uttle greater in the lattef years than in* 
the former. 

10. Indirect impacts of programs a3*e extremely .difficult to 
maasure. Random assignment to experimental and control groups is 
reaily the only effective mechanism, and even this has such a wide 

•marglKof uncertainty that modest increases in.employability from 
short -term youth programs are not easily registered. ^' - 

11. Employment ancT training resources should be distributed 
according to needs and the types of problems being addressed. Be- 
cause of ^« absence of unemployment data for youth by prime sponsor. 
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^CETA funds must be distributed according' to ov^^raU unemployment rates 
or poverty. These are poor proxies fpr yputh unemployment and youth 
needs . * #^ ' 

V / . . ' ; ' • 

12. Avai^^ble data cannot indicate how many youth would work if 
jobs were available, ..However, under a range of assumptions, it is 
possible to estimate the job deficit and wage bill • necessary to meet 
it. To reduce teenage unemployment *from 1976 to 1969 levels, assum- 
ing the new jobs would pay minimum wage, would cost around $1.7 
billion. Economic recovery and the programs initiated under the 
Youth Employment .and Demonstration Projects Act with a billion dollars 
of fundirtg in fiscal 1978 can mak^ a substantial dent in the problem. 

These papers do not yield a coherent set of policy recommenda- 
tions. Rather,, they are suggestive of some pf the deficiencies in 
youth employment statistics, ^ome of the necessary considerations 
in their interpretations, and many of' the issues involved in their 
application to assess prbgram impacts. 

The obvious recommendation is for more and better data concern- 
ing youth. Certainly, labor force informatioij on youth by labor mar- 
ket area is necessary for the equitable distribution bf resources. 
Much more needs to be gathered -about the earnings of youth as well as 
the type^s of jobs they fill. Family, status usually changes ..during 
the teen' years and early twenties,^ and more information -dt^s^ required 
relating marital arid family changes, as we 11^ as breadwinning res- 
ponsibilities, to labor market changes. Some "har^" numbers are 
required on the income alternatives to work for youth and the activi- 
ties of youth out of school and out of the labor force. The dynamic • 
aspects of youth labor force participation suggest the need for more 
longitudinal informationiwith monthly %v even weekly, oppos^ed to 
annual, interviews in order to better determine the factors under- 
lying employment status de^i^ions. A determination must be made • 
whether household head or individual interviews yield the . more accu- 
rate information., . 

le ■ 



But the answer not just pior.e data, 
these numbei^s are used. The papers suggest 



There are queSHibns on how 
some- of the»'fact6jrs which 
market experience. For 



must be considerfed in analyzing youth labor 

instance-, Armed Forces leVels must be consiilerei when looking' at cy- 
clical and secular trends ini youth, employment or unemp^loyment , Cer- 
tainly manpower program enrollments are a cmtical factor. Dynamic 
factors must be considered along with changek in the. static measures. 
Efforts to assftss employment and training programs must rely increas- 
ingly op random assignment control gtoup selection techniques. Jo,]^ 
deficit 'estimates from' aggregate data must be tested by job guarantee 
experiments; reservation wage issues must, likewi$e, be tested to 
determine the 'willingness of youth tj work undor^ltemative con-» 
ditions. In other words, there are so many consideratiqns.»behind the 
youth employment experience that analysis wj.ll have to' become increa's- 
ingly sophisticated to expand the frontiers of Knowledge. More data 
are* needed, but better use can be arid needs to b«.made of the- data 
which are already available. ' , . ' 

Until- there are improvements in data and analytical appargach^s, 
it is necessary to fall back on some basic ifos tula tes and cdAn 
sense, notions. First, employment programs (including the military) 
can reduce the job deficit. The relationship be^tween job creation 
and unemployment reductions is uncertain, but it is tantolojgieal 
that expanding enrollments will mean increasing .employment when par- 
ticipants are counted as employed. The best guesg-es about the uni- 
verse of need Suggest that it is within tjie realm of possibility, to 
"drive down youth unemployment rates to tolerable levels by steady 
expansion oi\^oh creatj.on efferls. . '' 

Second, l.>lmost- ail the measured effectp^will hh the direct im- 
pacts on CQUT)t»d employment and unemployrnent. . Indirect effects^: are. 
difficuit'to Hetermine becaus^e of the complexity of -raeasufing *nel • 
employroentf ahd earnings changes over time, As well as the impossi- 
■ bility of extensive demonstrations with randomly' selected, control 
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groups. Also, gains -realized in future years are goad- for the per- 
sons in\«)lved but" do not change the. status of youth; for instance, ' 
. increased earnings at age twenty to twenty-four wi,il not register 
,for sixteen, to nineteen year olds under programs direct,pd to'teen- 

Third, lacking rigorous confirmation, of , the imp&ctspf govern- 
ment interventions, there are at least some reasons for optimi^sm. 
Work during the. years of transition does seem to increase success 
probabilities; bettiwr youth jobs yield a better adaptation. Youth 
with more complete Wetipational information tend" to have an easier 
time in the laboT mai^t. Employment provides an' alternate to* il- 
legal activity even if the causal effects are difficult to pin down. 
In other words ,^ the conventional wisdoms underlying youth policy— 
that more jobs are nee4ed; that the quality of work and supervision 

matters, and that 'enrichment with occupational information and coun- 

* .***^ ■ < . 

seling majces sdnse--seem to'^be headed in the right direction. Ijt 

*■ 

remains *to be- determined whether government-created or accessed jobs . 
have^the same impacts a« others in the labor market, whether or how. 
much structured, supervisee! job settings make a difference, as well 
as the impacts of counseling and ^occupational information services. 
-Given the difficulties' of refined assessment, and the shortcomings 
of available data, these effects. may never be determined convincingly. 
It isr, therefore, necessary to move ahead based on best guesses, and 
the best guess is th^t comman-aena^ notions are i;^alistic\ 

Fourth, the problems' of disadvantaged youth and minorities are 
not simp!?.. The poor and minorities are worse off by almost every 
dimpiiiSiipja; evjsgry factor which negatively affects all youth tends to 
affecl them even more. On the other hand^ there is evidence from most 
of the^ papers that positive actions and developments also hav^' a mag- 
nified effect. Government progi:ams artd Armed^ Forces build-ups have 
their greatest' impact on minority and low-income .youth. The training 
received^most 'Ijenefits those who have nO other options. It is disad- 
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vantaged youth who have the least information about the lubQr market 
nd might be expected' to benefit ^nost from aareer counseling. Given 
•he $ize of the minority and disadVapitaged subgroups, of the unemployed, 
youth population, govemmefnt interventions on a feasible scale can 
make a very. substantial difference. 

• ' Finally, tMb papers in. this volume suggest that We should not 
expect too much Jtrdm' ."knowledgG development" efforts. One of the), •. . 
declared purposes of the Youth Employment and Demonstration J>roje.c1bs 
Act is tio determldi^^ ••whqt works best for whom". Given the urtcertain- 
t'ies of the data Vnd their interpretation, it will be difficult to 
^even ass/ss aggregate YEDPA impacts on measured rates of unemployment 
mucKl4/s to. make refined estimates of incremental impacts of alter- 
nat-i:ve interventions. The issues, most likely to be answered clearly 
are those having to do with 5cale--how much i^ needed and how much 
can^be done based pg^, experience of areas , with niore intensive 
funding--as well as those having to do wUh direct effects on aspira- 
tions, occupational awareness, motivatlVan and the like:, which can be 
assessed by entrance and termination tes/s. While sophisticated 
analysis' of short- and long-term impacts on employability must he 
at tempted -.-and randomly assigned control groups are needed whenever 
feasible--the fundamental uncertainities of dat^ and the complications 
of youth labor market activities raise doubts about what can be 
proven in any rigorous manner. \ The "state of the art" in youth labor 
market statistics and interpretation of these statistics does not 
support "^'overly sophisticated research and assessment (although this 
should not preclude attempts to use available .data as ri^oroujl^y as 
passible). It must be accepted that the shortcomings in employment 
statistics and their interpi'etation constrain what can- be learned - 
about youth enjplayment problems and their solutions. 



• COUNTING YOpTH: ' 

; ....... . ■ ♦ .. 
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NATIONAL LONGITUDINAL SURVEYS 
•. 3y: Michael. E. Borus, Frank L, Mott^nd Gilbert Nestel 

* : • ABSTRACT 

This st^u'dy focuses on the accuracy of employment - re 1 ate d measures 
in the Current Population Survey '(CPS) by comparing the CPS ^estimates 
with those of another survey- -the National Yon^itudindl Surveys of ' 
Labor Force Behavior ^NLS)* which included approximately 5,000 young men 
and 5/000 young women between the ages of fourteen to twenty- four when' 
the surVeys began in 1966 and 1968, respectively.. Since this paper is 
concerned with youth employm*ent problems, the analysis is restricted 
to res'pon dents between the ages of sixteen and twenty-one. 

Differences between the CPS. and NL6 estimates of survey week em- 
ployment-related behavior were found. The'NLS labor/force participa- . 
tion rate6 were significantly higher than those of the GPS, paqrticu- '^f. ♦ 
larly among youth attending school. Thj? t^LS tfemale unemployment, rates 
were significantly higher than the ^CPS^rates , ivhile fo;* the yoiing raen^ 
the NLS rates were slightly lower, ^'e NLS data'also gl^^oweci a:4-^rger 
number of the unemployed seeking par^^iin^ employment than , the 'CPS. 
The NlS found ^Ttgher levels of employment, and among- those at work the 
NLS youth we're ^mofe likely to work part-time or. overtime, depending on 
thfeir ages. There was no discernible difference in the. CPS and NLS : 
estimates of mean hours worked' by young women but the corresponding 
NLS estimates for the young men indicated a sH.ghtly higher work, 
activity than f>the CPS. , 

The different, estimates of the CPS and' NLS could arise from 
differences ,in survey p^ppce.dures-. The^ authors beiieve* that lack of 
self response in the CI^S is the rhost likely explanation for the 
differences observed. . - * , 



INTRODUCTION 

> ■ 

. The focus of this paper is on th^ accuracy of the information ' 
gathered on youth, by- general population surveys such as the" Current 
Population Survey (CPS) . ^ Data accuracy, is particularly important for 



This is a revised vers iort of 'a paper presented to the Conference 
on ' Unemployment Statistics and Yoilt)i. held at U.G.L.A. on February 
.11-12, 1978.. We wish to thank Jean Haurin for her valuable help 
.with this project. 
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the CPS since this i« the* primary' source of . national employment and . 
unemployment statist i\:s'. This paper will examine Jihe accuracy of em- 
ployment-related variables in th§' CPS by comparing the CPS eistimate? 
with those of another surl|lfey^--two cphortis pf the National Longitudinal 
Surveys *of Labor Force Behavior (NLS). T^j^ NCS. samples included 
/^approximately 5,000 young men and 5,000 young women between' the ages 

% fourteen to twenty-four when the purveys T)egan in 1966 and 1968, res- 

2 ■ ■ ■' * - 

pectively. Since this paper is concerned with youth employment ^• 

probleins we concentrate on the portions of . the .cohorts between the ages 

of sixteen and twenty-one* Therefore, the data analyzed- are From the/ 

'1966.,. 196-7- and 1968 NLS surveys of the youag men, the 1968, 1969 and 

surveys of the youn^g women, and frojn tables published in 

Employment and Earnings for the CPS,^ All data were gathered by tKe 

Census Bureau^s CPS interviewers and the current labor force questions' 

and coding wereMdentical. ' . • ^ 

.. * ■ ♦ 

DIFFERENCES IN SURVEY PROCEDURES 

-■. ^ -> ■ , ■ . ■ ' _ 

There were several differences between the two suryeys. First, 

the NLS interviews the youth directly while the CPS seeks the informa- 



2.. The data are gathered by the U.S. Bureau of the Census and analyzed 
by the Ohio State University under contract with the Office of Re- 
search and Development, ETA, U.S. Department of Labor. The views 
and opinions iin this paper do not necessarily reflect those of 
. . any of the above agencies » For' further information on the surveys 
see Herbert $^ Parnes, et^£l... , Career Thresholds , Manpower Research 
Monograph No. 16, vol. 1 (Washington: Government Printing Office, 
1970). and John R.. Shea, et a^.. Years for Decision^ . Manpower Re- 
search Monograph No.- 24, vol. 1 (Washington; Government Pi:inting 
- ' Office, 1971) . . ■ . ' ^ j 

3. The reader should also see Pames, ^ al . , op. cit . , Appendix E 
• for an earlier comparison Of the 1966 young men ' s " sutvey and the 
October 1966 CPS. , • ; * '• 



tion about tlie young pei^son from tlie head of the household or some 
other responsible adult. In the , majority ^of the cases the person 
interviewed by -the CPS^ is a housewife who would most likely be the ' 
youth's mother. We have been unable to 'find much research which ex- 
plores the effects o/ nonself response on labor force and employment 
status questions. An unpublished memorandum by Charles Jbnes and 
Robert Aquilino of the Census Bureau indicate^ that net differences 
in repor^ts of employment status due to*nonse If response are not statis- 
tically, different, from zero at'the 95 percent confidence .level for all 
males and females, sixteen years of age and older-. A similar finding 
of nonsignificant differences for all, adults occurs in the CPS-Census 
Match for 1970. The CPS-Census study, howeve!r^ shows that there were 
significant^ differences for fourteen- to seventeen-year-olds, and the ^ 
report goes on to note that tjhete are noticeable differences by age, 
with the inconsistency dropping substantially a^ age increases. 

Another difference between* the CPS and NLS suryeys is in the de-, 
* , « . ■ 

signation of the :reference week. The CPS data. refer to the- specific 

week which includes the 12th of the month, NLS data are. gathered 

over a period of several months, -and refei* to the week priot to the one 

' ■ . - f ' ■ '* ■ 

_ : _: — : H« — , ^ : ■ 

4. Charles Jones and Robert Aquilino, 'iMemoranduhl for Walter M. 
-Perkins, Subject:^ Methods Test fh^se III: Second Report on the 
Accuracy of Retrospective Interviewing and Effects of Nonself 
Response on Labor Force Status," unpublished memorandum within 
the Bureau of the Census, January 29, 1970. 



5 Bureau of the Census, Accur-acy of Data for. Selected Population 
C haratteristics as Measured by the 1970 CPS-Census March , .PHC(E)- 
11 (Washington: Government Printing Of fice,' 1975) , p. 11 and Table 
33. We should note that the,poorer, CPS-Census match for the youth 
may hive been due to factors other than nonself response. . 
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■^xxi which the interview is conduoted. Tljpf» the CPS data- are moj^ ^/^^i^ 
to-be affected by season^* factofs, Tior our comparisons we have se- / . 
lected CPS data ^oi» the month in. which the NL^ conducted the greatest ^ 
numfeer of interviews .but we used all of th^ NfcS respon^a^^. 

^ Vthi^ .difference relates to the 1966"* survey of the young . men. 

♦ Changes in the definitions of eniployl&ent and unemployment were intro- 
duced in the CPS in January, 1967, but were used in the 1966 NLS coding. 
Thus CPS-NLS differences for. that year may partly reflect these de- 

finiti6na<l differences. The definitions were identical for the other 

"'■»•■ ' ' 

surv«y -years of the'-young men and 'all. of the surveys of the young \. 

■ • " ■• ■■ ' „ ■ ♦ • ' 

women . ; 

' ■ ■ . ■ ■ ■ - 

► ^ .Differing, ^es at interv^w, particularly amohg the young men, 
also coul'd cause variation between the reports of the two data sources. 
The NLS male sample consists Of individuals who attained ages sixteen 
thjpugh twerily-one 'as of April 1 In the year of interview, whereas, the . 
CPS includes individuals who were that age group as of the survey 
mont'h^ .Since the CPS data refer tO-November of^each year, the NLS 
-s'ample of the. young men is -approximately seven- months older than the 
CPS g^up. In the case' of the yo'ung wdmen the. age difference is 
considerably smaller. The NLS includes individuals who had attained 
the given ages as of Januar)^ 1 of the interview year, while the. CPS 
again uses the month of the interview. However, ^ince the CPS data 
refer to- J^uary or February the age difference is small. ^ 

J Finally, the longitudinal nature pf the' NLS may lead it to "differ 
from the CPS. ' The NLS loses some 5f its sample from year to year. 
There is some evidence that there is more attrition among the un- 
employed,^ but a multivariate analysis by the authors has shown this 

.• ■ .\ ^ ■ • .: . *• . ■ , " > 

6 'see Frederick A. Zeller, et al.„ Career Thresholds , llanpower Re- 
* search Monograph No. l^,Vol. 2, (Washington: - Gove^iment Printing. 
Office, 19/1), Appendix A, and Roger D. Roderick, et aT . , Years 
for Decision , Manpower Research Monograph No. -24, Vol. ,2 (Washmg- 
• ton : Government Printing Office, 1973), pp. 15-20. 
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is not S'uhstantlarl, Mp5t p.f the loss Is att.rih^ahle tp ypung lupn ^ 

Entering thB armed forces which reiiiovesNthem from' the civilian popula-. 

tion* • The^e^ individuals are excluded from the CPS '-as fell as the'/NLS,^ 

There also jnay •b,e' conditioning of the respondent's ansi)iers by repeated 

questioning. Such" changes apparent ly occur in the (JPS which finds • ' 
/ :^ ' ■ ■ * ■ ■ ' " 7 

different rep6rts of employment status for ^different rotation groups. 

S^ilar conditioning could 'occur in the later years of the NLS surveys. 

RESULTS OF THE CPS -^NLS COMPARISON . - ' , \ i " 

^ In jthis section we compare the levels and -rates of labor forcfe . 

participation', employment, and unemployment; t\\6 number of hours of 

work being sought and the duration of .unemployment for ,the 'unemployed)* 

and the number of hours worked and occupational distributions ffir the 

employed as measured by the Current Population Survey and the National 

Longitudinal Surveys. 

Labor force part i cipati on ♦ Tables t and 2 present the' CPS-NLS , 

Comparisons of the labor force participation rates for the young men an 

women, respectively. As is^ evident from these ^able^s the iabor'.force 

participation rates were significantly higher in the NLS "for the total 

8 ' . 

population and for the two race .groups'. The CPS labor force participa 



7. Robert Pearl and Joseph Waksberg, '^Effects of Rep.eated Household 
Interviews in the Current Population Survey,!* unpublished paper \ 

^ presented, at the 47th National Conference of the American Mar- 
keting association, Dal la?, Texas, June 17, 1964. 

8. Our use of the word significant means that we have* rejected the 
null hypothesis of equality. -of proportiorts ill the two surv^^ys» 
E?ich of the statisti6arl ' tests ^ used a tvJo-tail criterion, the type 
1 error was 5 percent and the staijdard error of the estimator 
was increased by 1.4 to reflect the comp Lex. design of the two 
surveys. The CPS sample is self weighting with each respondent 

. representing 1,200 other individual's in the universe. The esti- 
. mated sample/ sizes were Pbtained by dividing the corresponding . ' 
' universe totals by 1,200. The actual number of sample cases* , 
was used 'for the NLS. We were unable to make tests of signif- 
icance of t^ie levels presented in Tables S-6 sintje we did not 
have the variances for the CPS data. Comparisons of the two' 
surveys ^or this, information is, descriptive. 
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CPS. AND NLS COMPARISON OF LABOR FORCE PARTICIPATION- RATES AND UNEMjj|OYMEN^ RAT^ES'OF 
^YOUN^MEN 16 TO.21 YEARS OF AGE, BY -RACE AND SCHOOL, STATUS^ SURVEY W^EKS 1966 TO 196r8 . | 



Characteristic 




Total - . 
White 

■NoPLWhite . 

Major activity 
was schooi 

Major activity 
not schoc/r 



1966' 



a 



CPS 



^LFPR 



UR 



.10.3 



LFPR 



68. U 



OR 



1967 ■ 



CPS 



.LFPR 



55.8' 

55.8 
55.9, 

36.5 

^?91.3" 



11. U 
10.0 
20.7* 

13.1' 



10.2 



NLS' 



LFPR 


JJR 


_ LFPR 


70. U, 


10.5 




69.9 


9.3. 


55.1 


73. u ; 


17.9 


52.5' 


53.3 


17.1 


.37.1 . 


93.8 


k.Q 


90.7 



1968 



CPS'? 



UR 



9.6 
8.2- 

:i8.9 

]2.2 



riL-s'' 



L??R 



70.^' 

70.1 
72.8 ^ 
c 
53.3 



UR 



9.0 

8; 3 
13.8 

14.3 



.a "figures for I966 only inclu.de men I6 to I9 years of age^^^ 

qeca^b%r I966 #'onX Employment and Earnings , >Vol% 13, No/ 7, January I967-. 
c Novemoer 1966 from. Employment, and Earnings , Vol, 13, NTo. 6, December /I966. 
"d./Survey conducted October 1966- to February 1967. _ . " 

e Novar?;Der 1967^' from Employrnent and Earning A , Vol.- lU/ No. 6, /DecemlDer I967. 
■f Survey conducted October 1967 t6- January 1963. 

^ Nover^lber I968 from Employment and Earningsy Vol. 15, No. 6, December 1968. 
h ' Suj*vey /conducted October I968 to January I969. 




TABLE 2 



CPS NLS COMPARISON. OF>ABOR^ORCE PARTICjlPATION RATES AND UNEMPLOYMENT RATES OF YOUNG ; 
/WOMEN 16 TO 21 YEAi(SOF AGe/ BY RACE AND -SCHOOL STATUS, SURVEY WpEKS 1968 TO 1970 





' ' V 1968 ■■' 


1969 


1970 


\ 

• Characteif/stic 






c 

CPS 


NLS^ 


CPS® 


NLS^ ' 


^ •• 

»' 


liFPR ■ . 






UR 


LFPR 


■ ur' 


"lfpr 


ur 


yPR ■ 


. - ur' 


LFPR 


UR 


Total. 


1+3.8 


U.7 


50.7 


15.8 


1+2.8 




53.2 


15.1 




11*6 


5I+.5 


16.9 


White 


kk,9- 


10 .'5 


50.8 


^l+.6 


1+3.1+ 


7.8 


' 53.6- 


13.6 ■ 

m 


1+7.1 


.10.1 


55.3 


15.5 


Honwhite ' 

< 


37.0. 


' 21.3 


.1+9.8 


21+.1 


39:2 - 


19.. 2 


■ 50.1+ 


25.8 


36'. ll 


*23.1 


.1+9.3 


27.3 


f .- 

Major actiYity 
• was schpoi . 


. '27.1 


12^-2 


^35.3 


■ 7 


26.0 

It 


7.9 


39.9 


•19.2 


29.3 


11.5 




28.9 


m 

. ♦ ■ ^ , ^ 

Major activity 
.ript 'School 


62.3, 


ii.k ' 


' 65.0 


•13.1+ 


61.7 


9.8 


61^.6 

* 


12.7 . 


63.2 


■11.6 


67.0 


12.5 



a Februaj^ 19.68, from Enaploymeut a^d B&rnlngs , Vol. 1I+, No. 9, March 1^68. 
b '■' Survey conducted January 1968 to "May I968. 

c January I.969, from. Emplosnnent a^^ Earnlngis , Vol. .15, No. "8, February I969. 
d §urvey conducted Decenirf^ I968' to March 1,969. " , 

February 1970, from Employment and Earnings , Vol. 16, No. .9, MsCrch 1970. 
f Survey conducted j' January 1970 tcr March 1970.- ], ■ 
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tion i*ates for young men, sixteen -to twenty-one-year-olds, were approxi- 

mately 55^, wJiile the corresponding NiS rates were about fifteen percent- 
age points higher. Tahle 3 translates the NLS labor force participation 
rates into estimates of the labor force using as the base the CPS esti- 
mates of the civilian noninstitutional 'population. The result i? a labor 

force estimate that' includes, approxima'^ely 1 o 3 to 1,5 million more young 

' . 9 • 

men aged sixteen to twenty-one than was found in the CPS. 

The ;iiajor activity of the youth during the survey week helps to 
explain the large difference between the two surveys. Among the young 
men attending school the NLS labor force participation rates were approxi- 
mately sixteen percentage poin^t^J^igher, while there was no. significant 
difference- between surveys in these rates for those young men not in 

i 

school . , ^ . • « . 

Similar fii^i^gs docurred ^among the young women, sixteen to twenty- 
one years of age. Again the NLS found significantly higher labor forcp 
participation rates than the CPS but the differences (between 7 and 10 
percentage points) were smaller than for the yoxing. men's cohort ♦ St;ill, 
based on GPS population figures the NLS found approximately to 1.1 
million more labor force participarhts , than the CPS (Table 4). As was 
the ca$e ^or the young men, reporting of labpr force participation rates 

' was^ significantly^ highe^r in the NLS "among^he young women whose' major 
activity was schooi during the survey week. The differences Ifetween 
the rates wer6 three to almost five times larger fpr the in-school women 
than for those who had some other\)aj or activity (Table 2). 

* Unemployment . Among young men who were sixteen to twenty-one, there 
was very little difference in the overall unemployment rate between the 
two sources 'of data. This was in part due to offsetting differences; 



9. Wq implicitly assume that the attrition from the NLS doeS: not. w 
affect the labor force participation rates. ^ 



10. 



Major activity is 'defined by the-^'survey respondent in his or her 
answer tq the question "Whdt was. ..doing most of last week-- • 
Working, Reaping house, Going to school, or sqmething ijlse?" 
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CPS AND NLS COMPARISON 01- "nil; NtlMBliK ( IN^HOIISANDS) 01 YOlINC MliN If, TO 21 YI.AkS Ol- ACI. 

IN nil: LABOR l-ORCti, BY ftMI'I.OVMIiNT 4t%IS AND UACl.. SIIRVIiY Wlil.KS |«»(,7 AND I'K.H ' ' 











Characteristic 














tiL:;' 




— — ■ ■ ■ t — ■ ■ • — 


Trit n 1 


Wliite 


ilLlllWIll \,\ 


1 kM. 1 L J. 


wn I \jC 






Nonwfii to 


Total 


■ 

Wiit.0, 


;;onwyiite 


Civilian noninstitutional 
population * 


9,009 


T,8?l 


1 , 188 


#' 

9 ,t)09 




I , 188 . 


... — 
1 

9,3i*9 8,115 


t 

1,23;^ • 


r,,3li9 


3,ai5' 


1,231. 


In labor fofce o 




'i , 3b ( 




ti 






5,121 




* 6^4 0 


6 '^82 


'1 68q 




Employed 




3,931 




'^,r)7r,- 


J* ,958 


716 


i*,63l'*»,105 




5,^^.9 


5,217 




school 


1,8U9 


l,TOii 


11.3 


2?38l 


2, J 59 


; 218 


2,0^1 


1,88U 


^57 ' 


3,1' 5'' 


2,195 


256 


Employed-major activity 
not* schopl 


2,600 


?,2?h 


381. 


3,296 


2,799 


1*98 


?,590 


2,221 


369 


3,536 


3,023 




Unemplo^^ed 


57'i 


' H37 


* 137 


666 


508 


156 


U9l 


36^ 


122 


593 


U7:' 


124 


Unemploy ed-raaj oili^i^ t i vi ty 
school 


279 


231 




f.89 


39li 


101 


28U 


,215 


69 


i.pa 


. 339 


91 


Unemployej^-major activity 
not school ' 


295 


206 


■ 

89 


166 


0* 

.11'' 




4 

206 


153 


53 


165 


. 133 


33 . 


Unempl©yed~seeking full 
time work 


f ■ 

289 


19^^ 


89 


170 


118 




208 


156 


51 


156 


117 


liO 


J^employed-seeking part" 
time work ' - - 


285 


238 


1*8 


a :_ 


39P 


lOli • • 


28 3 1 212 


71. 


1.37 


. 35§ 


• 

. 81. 








1 


♦ 















a Totals may riot equal cum of partp du^^.'^to roundinr, . « 
b for data sources see footnotes of T^ablc 1. - ^ ' % ' " ■ 

jfhe NLS calculations apply NLG ratQS from Table X to crjTWtalj; for the cl vllian"" noninot itul lonal population. 



^ . . / TABLI; 4 • ' 

CPS AND NLS COMPARISON OF NUMBKR (IN THOUSANDS) OF'yOUNG WOMHN 16 TO 21 YI;AKS OF 'AGE 
• IN THE LABOR FORCH, BY liMPLOYMHNT STATUS AND RACIi, SUR*/HY W!:F.KS 1968 T(\1970 



'^'Characteristic 



Civilian noninsti Vutionai 
population 

In labor forc^ 

Employed 

Employ ed-maj or activity- 
school 

Employed-major activity 
not fichopl 

Unemployed 

Unenployed-najor activit>^ 
school 

.Unemployed-najor activity 
not school 

• Unenplby^-geekl:;?-: full, 
tine wnrXi 

Unenployed-5eekir.£5 piirt 
time vork 



19^i3» 



. CPS 



Total 



10,'i05 



Wlute :?or.whit^ Total 



9,0'il 



U,026 3,629 
1,295 1,217 



^T31'2,'4l2•|' 319 
108 



53U 
l80: 
353 



1.26 
2t6 



331^ 26i 
203! l6-3 



l,3<:-!» 

.397 
78 



31 
77 
70 
36 



(Tttbls coritlnuei or. ;:ext par,o.) 



10,1)05 

1., 1.1.2 
1,1.67 

2,975 

83't 

365 
Ii69 
1.10 
1. 21. 



9,')1.1- 
!',593 

3,9::2 
l,3b'l 

2,613 

6V1 

31i'i 



307 
36:> 



:,36'- 

67-,) 
51C 

156 

363 
16'. 

50 

10 3 

6-. 



190 : a 



CPo 



.'.,5 -30 

■Mi'. 

l,3l»2 

2,78? 
I1I9 

115 
305 



l!.l 



.Wi-.i *.(» 



9,201 
3,991. 
3.,6'3l. 

1,21.9 

2,1.3? 
315 

85 

22.3 

207 

1Q6 



i,;..-2 
55-^ 
1.50 

93 

3n 

107 

30 



10, -J.:: 
,5,651 
'.,798 

1,603 

'353 
3S? 



■*,263 
l','.56 



i,'.?2 

I ^ I 

v. 

■ 532 

H'5 
, ■ 57 

73 ■ 



3i 



ERIC 



TABLE 4 continued 



— ^ 


19^ 


0 0 I 


• 


* - 
* < • 


Charaq.teristic , 




CPS 








% 1 


• Total, 


■ White 


Nonwhite 


Total 


./^ite 


Nonwhite 


Civilijsm noninstitutional ■ * 
population 


10,755 


9,275 


l,lt80. 


10,755 


9,275 , 




In lal^pr force n 


1*',905 


l»,366 


539 . ' 


5,061 


5,129 


. 730. ■ 


Employed 




3,92'* 




U,87.l 


'l»,33U 


530 


Employed-^majoi' ^activity 
sOhool 




1,358 


- 88 


■1,732 


* 

■1,589 


. 139 


<■ 

:• Duployed-major activity . 
ndt school 


> 

2,891 " 






3,139' 


2,7l»U 


391 


Unemployed .jjr ■ 


■ 567 






991 


. 795 


199 


Unemployed-major activity 
school . 


188 


: ii»9 




5U2 


/ 

U66 


77 


Unemployed-major activity 
not school ' 


■■ .379 


291* 


85 


• W)9 


^29 


1'22 


IJnemployed-seeking full 
time work 


31*9 


. 268 


81 


506 


382 


126 


. Unemployed-seeking part 
. 'time work . 


218 


17^ 




U85 


' U13 


73 



a Totals may not equal dum of parts due ta rounding. ^ 
b' For data sources, see footnotes of Table 2, , . 

c The NU> caiculattons apply NLS rates from Table 2. to,!^ totals Tor the civiliian. nonlns-titutional 
population. . - 



the NLS had highei? Unemployment rates for those youth who listed their 

'11 ' 
major activity as school, while the CPS had significantly hijgher un-^ 

employment rates for young men. with another major activij|y» The CPS 
also had significantly higher unemployment/ rates than the NLS for non- 
white youth in 1968,"^^ . ' 

The women in the NLS reported significantly higher, unemployment ' 
rates for the entire groujJ and for' those attending s,chodl , For the thr^e, 
•years, studied., the NLS reported between 300,000 and 434,000 more unem- 
ployed young women than did the'CPS^ These were increases of 56% to 104% 
in the number of young women who were classified as unemployed. Due to 
the substantially higher unemployment rates in the NLS, approximately ^ 
40% of the increased labor force participants found among young women 
by the NLS survey were unemployed (Table 4). 

Approximately 100,000 more young it e,n were classified as unemployed 
in the NLS than in the CPS ^s a result- of the. higher l^ly^r force partici-^ 

pat ion rate's in the former survey. Yet, as is se.^n in the rast two rows 

• * ■ 

. of Table 3, the CPS reported substantially more young men seeking full- 
time etnployment. Whereas about half of the CPS sample said they were 
looking for full-ti^ie work, only 25% of the NLS sought a full-^time job. 
This difference could be due to the larger number of unemployed in the 
CPS sample who did not list school as their major activity in the survey 

. ■ n , . „ ■> . . ^ - ^ — »■>■■ ; — * — ^ . — ^ — : — ^ 

11. The difference was statistically significant in 1967 but was not 

in 1968. . * 



12. The NLS sample did not interview persons who were in the armed 
forces at the time of the first survey but vho returned to 
civilian life in a subsequent year. To the extent that these 
veterans are more likely to participate in the labor force or to' 
experience unemployment the corresponding NLS rates would be^ 
lower than the CPS rates. Since^the NLS labor force participation 
rates exceeded the CPS estimates we feel that this difference 
^ in survey design is not important for this variable. The lower 
unemployment rate In the NLS for^nonwhite youth, however, could 
^ be caused by this difference* ' * * *N 
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week. (JHe calculated that the'tlPS contained 5Q tg^^ thousand more 

unemployed young jn6n wju? said that something* other than school was their 

13 

major activity.) Almost all of these individuals wanted full-time 
jobs,. On the other hand, the CPS had many fewer unemployed whose major 
activity was school who were primarily interested in part'-time jobs. 
Those answering that school was their major activity had much lower labor 
force participation'and somewhat lower unemployment rates in. the CPS 
(Table 1). • 

Similar to the rtien, there were substantially more unemployed young 
women seeking part-time work in the NLS than in the CPS;, however, the 
NLS indicate'd mpje young women seeking full-time employijient as well 
(Table 4>. The higher labor force participation and unemployment rates 
in the NLS for women reporting school and women reporting some other 
major activity in the survey week account for the substantially greater 
numbers, of unemployed women in the NLS seeking both full-time and part- 
time jobs. ' - 

There were no discernible differences in the reports by the young 
men in the CPS and NLS on duration of unemployment » Approximately the 
same proportions in both surveys reported being unemployed for less 
than five weeks and fifteen or more weeks* The young women in the NLS, 
on the other hand, reported a considerably shorter duration. of unemploy- 
ment during 1968 and 1970, but had somewhat lower percentages reporting 
short periods of unemployment during 1969. This difference may have 
been due to the use of January data for the CPS in J^69 and February 
data for 1968 and 1970. Because of the latge month-to-mont4i variation 
in the CPS reports of duration we l^esitate, to draw any conclusion. 



13.; The CPS and NLS had about the same labor force participation 
rates for this group but the unemployment rate was much higher 
ip the CPS. ' 
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Employment, The NLS found significantly higher levels of employ- 
ment than did the CPS--ahout 25% more employed young men and 10% more 
employed young women. For example, the NLS estimates of yontli employ- \ 
ment in 1968. exceeded those of the CPS by. approximately 1.8 million, of^ 
whom roughly three-quarters were young men. The differenqq^ in employ- 
ment were somewhat more prevalent among the nonwhite segments of both . 
NLS samples and among those persons listing their major"^||^tivity as 
something other than school. f 

The distribution of^ours worked during the survey week also was 
substantially different in the two surveys. The NLS found more part- 
-time workers and^orkers employed overtime (in excess of 40 hours) than 
did the CPS (Tables 5 arfd 6). The number of sixteen to twenty- on^ -year 
'old youth employed for more ^lan 40 hours was from 50% to 100% greater 
in' the NLS than in the CPS. 

The differences in the two survey's reports, of the number of honr<; 
worked by youth were related to the age of the respondents. Workers who 
were sixteen and seventeen years of age were more likely to be working 
. only part-time. Therefore, of the additional workers in these ages 
reported by the NLSj approximately 55% of the young men and 85% of the 
young women were' employed le*s than 55 hours a week. On the other hand, 
the older youth wei:^ more likely to iftclude persons working overtime, 
and the^NLS found many more eighteen- to twenty-one-year-olds working 
for over 40 hours per week as compared with the CPS. In some cases the 
"difference in the number working overtime exceeded the total numerical 
differences between the two samples for this age group. Finally, since 
the NLS reported more youth working overtime and a slightly smaller 
percentage working part-time (particularly among the men), the NLS 
found somewhat higher mean hours of work for the entire sample and for 
workers on full-time schedules. Tht^ differences were more pronounced 



3.5 



among the young men, probably reflecting theT" smaller percentage working 

14 ' ^ 

part'^time. , ♦ 



SUMMARY AND CONCLUSIONS 7 

■ • • ■ « 

We have found that the NLS when compared to the CPS reports: 

1} Significantly higher labor force pai^t icipation amoijg young men 

and women^ particularly among those whose major activity is' 

attending school. These -differences occurred in bpth white 

and honwhite groups. • ' ' • ^ 

2} Significantly higher unemployment rates for young Women And 

approximately the same rates for young men. ^^or both young 

men and women the number^f unemployed is higher/ 

3) / More of •the unemploy^ are seeking part-time employment, 

4) Considerably higher levels of employment, particularly ior the 
^ young men"; « * 

5) The youth. ^^are^-Tifore likely to work either part-time or overtime 
■■ ■ > 

^ depending on their age., * and mean hours worked by the young men 

in the survey week are somewhat higher. 

Obviously, we cannot say conclusively that the NLS reports ^re more 

♦ 

accurate than those of the CPS in the light of the differences in the 
two surveys mentioned earlier. If, however, the NLS is correct these 
findings have significant implicatiort^. For 1968, the CPS youth labor 
force would have been understated by almost one-fourth or nearly 2.2 
million young men and women.^ Employment would have been approximately 
1.75 million higher and unemployment would have increased by 400,000 
(an increase ot almost 40 .percent over the CPS reported number). This 
would mean that tthere was a sizable "undercount" by the CPS. 



14, Finally^ the single digit occupational distribution^ of the two 
samples were very similar. There is no evidence- that the, 
additional workers reported in the NLS were concentrated in any 
particular occj^upational group. ^ 
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Although obviously somewhat biased judges, we tend- to. believe the 
/•NLS estijnates, The patteiTi of reported differences appears consistent 
over time, tending to negate the possibilitj^^.that the . longitudinal nature 
of the studies or 'the difference in definitions during 1966 leads to the 
differences in findings for the pno surveys. The fact that the average 
NLSreapondent was seven* months older than his CPS counterpart, whil6 
ifcnceivablAr causing some of th^ observed differences, could^not have 
accountedVfqr all ol the greater laBo?;^ force participation found in the * 
NLS. As aVcheck, we reran* sections^ of Table 1 res'tricting the NLS sainpie 
to yoimg me\ fifteen tKrough twenty years of age and compared the findings 
with the GPsI results for men sixteen through twenty-one years old. Even' 
though the NLS sample was now younger and the difference between the two 
surveys nai^owed, we still found higher labor force participation .for 
the NLS,^^ We also conducted/sorae^ analyses which restricted the NLS 
sample* to interviews collected in the same month as the CPS data. The 
results of such a restriction on the NLS data did not appear to make 
sizeable differences in the estimates of the employmertt-related variables. 

At the same time, the nature of the differences we observed between 
the two samples is consistent ^ith what one would expect .due to, problems 
of nonself response. When the youth are in school one could expect that 
their mothers would consider them out of the labor force. The mother 
would tend to disregard or be unaware of pant-time employment and might* 
not even know of sporadic attempts by their children tJo l^ok for employ- , 
ment. It is also quife possible that' the mother would not know of over- 
time work in the survey week and would report the standard full-time v. 
schedule. Finally, for those older youths who are only tangent i ally 
attached to the household" (e.g. , they are away at college or more in and 
oiit of the household depending on their financial state and familial 



^ 15. We were also able to use the age attained at survey month for 

the young women in some special runs; These too did not notice- 
ablyaiter the conclusion. 




relationship^}^ t\xB mthox hjaye. no Idea of their employment status. 

. While oup leanings are toward the NLS data^ there are at lieast two 

possiBilities for testing the accuracy* of the data sets> First, the ^ 

Census Bureau could expand its Methods Test Panel and seek a larger 

sample of young self respondents to'reinterview after another member 

of the^household has provided labbr force data. The expansion would 

have to l)e substantial, however, in ordeir to have a large enough sample 

in this limited age group/ . 

Second, if the NLS estimates are more ?«accurate and there are more ^ 

youth in the labor force seeking employment than the CPS shows, there 

'may be some indirect evidence which we can observe over^ the next year • 

new youth programs under the YoUth Employment and Demonstration 

projects 'Act of. 1977 (YEDPA) will provide roughly 200,000 additional 
17 

youth slots* If the CPS is correct the filling of these slots would 
come primarily from among the unemployed* On the other hand, if many 
of the people the CPS says Are out of the labor force, are really seeking 
work as the NLS implies, the slots will be filled without" having much 
impact on the CPS measure of youth unemployment* We should be prepared 
for the YEDPA programs to "fail" to lower unemployment if in fact we 
are presently hot counting youth correctly* 

. * I ■ 

16* The fact that we found smaller diffeApnces in labor force partici- 
pation rates among the young women is also consistent with the 
^ nonself response hypothesis,, since these individuals are more 
likely, than their male counterparts to be in their own house- 
hold and, thus, are more likely to be reporting for themselves. 

17* The estimate is very inexact siiice it is not clear how the/GETA ' 
prime sponsors will divide their funds between in-school and 
out-of-schpol programs* ^ . . 



" ' TABLE 5 ' ' ' 

, ' . ■ >■ . 

CPS AND.NLS COMPARISON OF THE NUMBER (IN THOUSANDS) 
OF YOUNG MEN AT WORK IN NONAGR I CULTURAL INDUSTRIES. 



BY HOURS WORKED AJSD' AGE, SURVEY WEEKS 1967 AND 1968^ 



<•» Characteristic 
\ - 


.. 19.6T 


1968 




NLS^ 


CPS^ 




Total at work . , 










16-17 


l,06i+. 


1,618 


1,109 


l,T26- 


18-19 


1,396 


.l.,61+T 


lj565 


1,956 


"20-21. . . • 






T COT 


1,019 


r ' 16-21 . . 




.5,018 




5,301 


On part time schedule 








1,281+ 


16-lT ^ 


883 


1,183 . 




18-19 * 


• 555 


^00 


665 


681 - 


20-21 




DP J 






16-21. 


1,789 

* 


2,1T8 


1,99^ 

7 ✓ ✓ ^ 


2,322 


On full time schedule 










... 16-lT . . 


lt6 


1^35 


162 ' 


1+1+2 


18-19 •. ■ 


8U1.. 


l,Ol+T. 


.900 


1,2T5'- 


20-^21 


1,230 


1,358. 


1,150 


1,262 




2,2Ut 


2*61+0 


2,211 


■2,9T9 


Working vover i+0 hours 










' 16-lT ' 


50 


. 11+6 


39 . 


180 


■ 1.8^19 


2TT 


. 519 


290 . 


68T ^ 


. 20-21 


■ .1+68 


690 


389- 


65I+ 


16-21 ' ' 


■ T95' 


' 1,355'" 


tl8 


1.521 


Meian hours, all at work 










16-lT . 


19,: 


23 


19 ' 


.21+ 


18-19 ' • ■ 


33 


35 


31 


35' 


20-21 




in. 


39 




■16-21 


31 


32 


30 


" 33 


Mean hours, those on 










full time schedule 










16-lT ^. 


'i+i. 


1|2 


1+-0 . 




, ' is-ip • . 


i+3 " 




1+1 






■ 1+1+ ■ 


1+^ 








■ i^3 


1+1+ ■ 


. 1+2 ■■ 


'1+5 



a Totals may not equal sum of parts due to rounding, 
b For data sources see footnotes of Table 1. • 
c THe NLS calculations apply NLS rates frofti Table 1 to CPS totals 
for the civilian noninstitutional population. ' , 



TABLE 6 

CPS AND NLS COMPARISON OF THE NUMBER (IN THOUSANDS) 
OF YOUNG WOMEN AT WORK IN NONAGRICULTURAL INpuSTR 
BY HOURS WORKED AND AGE,' SURVEY JifEEKS 1968 TO 1 

4 . > y» 






1968 


• 1969 




Characteristics. 

— ^ ' . — — 1; — 


GPS^ . 




v CPS^ 




CPS^ 


NLS^ 


iJotal at work • 














.(16-17. 


1 1 ~j 


1 O'^S 


78Q 


1 209 


q69 


1 2T2- 


lD-19 . 


•i,ii62 


1.583 


1^1+19 


K538 


l,H86. 


1-*510 


20-21 


1 6Ii7 


1; 618 


1 773 


I.7UO 


1 .726 


lv877 


16-21 .V 


3,882 


^+,.^36 


3,,98l . 


H,H8T 


H,l8l 


H,659 


On part time schedule 














16-17. 


TO8 


916 


T30 


-1,121 


859 0 

\j y y V 


1,112 


18-19 


SIS 


S7Q 


'S32 


s63 

y\j^ 


602 


598 


20-21 * ■ . 




369 


Hoo 


^33 


sHt6 


H"80 


16-21, ^ ■ 


1,598 


i,86ii 


1,^62 


2,11^ 


1,936 


'2,190 


On full time schedule 










« 


160 


• . 16-lT 


' 6s 


^ 120 

_i_ *— 


5'9 


88 


110 


10-19 ; # 




1 OOli 


887 


Q77 


88ii 


• 912 


20-21 




lv2H8 


1*373 


f-y y 


1^250 


1*397 


• 16-21 


2-281| 

ti t— W " 


2 372 




2.36^ 


2.2il5 


2.^69 


Working over hO: hours 














' • 16-lT • ^ . . 


1^ 




■ 11 


22 


20 


38 


1 ft 1 Q ' ~ 

±0— ±y 


.1^3 . 




. 126 


23H 


110 


• 228 


20-2X 


199 


313' 


• 226 ■ 


2TT 


• 1T6 


3HH 


16-21 


: 35.3 


589 


362 


53H 


306 


610 


Mean hours , all at work 














16-lT- • . • 


ih 




• IH- 


iH 


: 15'^ 


1^ 


18-19 


. 31 


31 


31 


> 30 


30 


30 


20-21 


36 


36- 


36 


35 


• 35 


^ 36 


16-21 • 


29 


29 


29 


2T 


28 


*28 


-Mean hours, those on 






) 








full time schedule 






■f 








• 16-lT 


. 38 


39 


36 


39 


- 38 


3T 


..18-19 


39 


Ho 


. • HO 


"39 


39 


• Ho 


20-21 


ko 


Hi 


Ho 


39 


39 


. Ho 


16-21 .' 


ko 


Ho 


.. Ho 


39 


' 39 


Ho 



a Totalis may not equal sum ^pf^parts due to rounding, 
b For data .SQurces see £€JotnoteTlrf\ Table 2. 

c The IjfLS ""^jalciL^ NLS rates -from Table 2 .to CPS totals for 

the civiiim^.noninstitutiojnal population. 



THE Volatility of the teenapI labor market: 

LABOR force ENTRY/ EXIT, AND UNEMPLOYMENT FLOWS 
By: Rajph Smith and Jean E. Vanski 



A. * . ABSTRACT 

. ' ^ • V. ■ . • ■ ■ 

Gross flow tabulations from the Current Population Survey provide 
estWates of the number of people who move between unemployment, employ 
menr;^ and non-paqfticipatiofi in th§^ labor force from one month to the 
^ext. This paper describes these 'data arid their potential value for 
analyzing labor market dynamics and uses the dita for teenagers .tn 
analyze recent cyclical, ti^efnd, and seasonal patterns in their unem- 
ployment, and labor f6rce participation rates. ' ^ J 

\ ^ It is' shown that the grc^ss flow series provide important infor- 
'.^ti<)n about the youth ^Ja^or market, supplementing the information 
obtained from conventional labor force'! series. Analysis of data 
from, the 1967-1977 period, suggests, for example, that the chronically, 
high unemployment rate of teenagers is directly linked to their 
large flows through the labor market. In addition, the(^deterior-\:. 
•ation in the relative position of blacTc teenageVs during^this period 
is a.result of both secular and cyclical differences in their be- 
h'avior.' N^t omly are their rates of labor force entry failing to 
keep pace with those* of whi^e teenager's, but also theirt success in 
'i'finding work is 'decreasing more rapiwdly, further .decreasing their 
laborVforce participation. The widening gap between the" unemployment 
rates of tjie two groups 'directly contributes to the widening gap 
in their participation* ratfes . , • 

■ /■■■ '[ ■■- ■ : ,• ' ■ ■ 

INTRODUCTION : . " ^ 

High unemployment rates amon^ teenagers, especially black teeor . 
. .f. - 

agers, are given considerable^attention by economic policymakers and 

t*- * ' ^ , - , 

analysts.. Debates often focus ^on the" extent to which the rate*, 
^really refleejt * a serious problenv and, if they do,ltfhat can%^ don-e 
to -reduce th'at problem* Discussions of teenage unemployment in-* 
ev.i tab ly lead to consideration of the high turnover and labor force " 
noifility of youth: ^ Those who minimize the seriousness of youth un- 
employment poj.ht that- much of it is frictional, resulting from 
teenagers moving in and out bf^'the labor force,. The special job needs 
of many teenagers, as they combine school and work, make it more 

" ■ * ■ 4 - ' ' ■ V- . 

difficult to. design programs to reduCe their unemployment. 
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The dynamic character of the youth labor mar.ket is not reflected 
very well in the conventional unemployment tabulations from the Cur- 
rent Populatign Survey (CPS) published by the Department of Labor/ 
These data series provide the net changes from one month to the next , 
in unemployment, eiAployment, and non-participation, but give little 
indication of the much larger gross movements that normally occur 
betlfeen each of the three labor market states* For exjimple, during 
1976 the published monthly series suggested a fairly static labor 
market in which between 18% and 20% of teenagers who participated 
in the labor force were unemployed. But underlying this static 
picture was a labor force in a constant state of change: each month 
about half of all unemployed teenagers either fouftd jo^ or left the 
labor force, only to be replaced by a roughly equal number of teen- 
agers who previously were outside the labor force or were employed. 

A little-used source of information abbut these labor market 
dynamics is the unpublished gross flow series from the CPS, main- 
tained hy the Bureau of Labor Statistics. Based on the responses of 
individuals who were in the CPS sample in consecutive months, these ^ 
tabulations provide -^estimates .of the number of people who move.be- . ^ 
tween unemployment, employment y. and non-parf icipation in the labor 
force^^each month. Previously, we have used these gross flow data, 
disaggregated by agd, race, and sex, to estimate a monthly model of 
the U.S. labor market ani to simulate the impact of alternative macro- 
ecoijomic time paths on the labor market status olpeach group.?' For 
this conference^ we have .updated the ec^uations that g(J into this > - 
model for teenagers to reflect the experience of th^ recent recession 

—I • ' — . • A ^ 1 



1. The model siipul at e.s tl)e. labor force behavior of sixteen demo- 
graphic groups including Vhite males > yhite females^ nonwhite 
males, and'nonwhite femalfs, each disaggregated by age groups . 
(16-19;* 20-24; 25-59; and 60 i|iid over). Blacks comprise about 
90% of the' nonwhite categ'Ories. For a description this model, 
see Ralph E. Smith, "A Simulation, Model of the Demographic Com- ^ 
position of Employment, Unemployment, and Labor Force Participation, 
in Ronald G. Ehrenbcrg, Research in Labor Economics, vol. 1 (1977), 
pp.259-303, - ^ 



and the beginning of the Recovery. 

Our paper has two purposes. First, we seek to alert analysts 
to the potential value (and limitatiops) of the CPS gross flow data 
for understanding^he teenage labor markets Second, we wish to report 
some of our own research, which uses these data to analy^ recent 
cyclical, trend, and seasonal patterns of teenage .unemployment and 
labor force participation • 

Since the gross flow data are not widely kna<m, the^first sq^- 
tion presents a description of the data, its prpblejnis, and previous 
uses* We haVe found it necessary to adjust the data because o^ iiicon- 
sistencies with the net changes in xhe conventional labor market 
series* Our adjustment technique and the size of these adjustments 
for teenagers are reported. The second section presents new estimates 
of the^cyclical, secular, and seasonal patterns in the labor market 
activities of teenagers, by race and sei^. The final section presents 
our conclusions and recommendations. 

LABOR FORCE GROSS FLOW DATA 

The analyisis reported in this paper is based on data describing 

gross chaftges in the labor force. ,The data are derived from the Cur- 

rent Population Survey (CPS) which provides the Bureau of Labor 

Statistics' monthly estimates of labor force status. Their value 

rests in their ability to complement the information on monthly 

changes in labor force levels coming from the full CPS with information 

on short run market dynamics. This section of the paper will describe 

the derivation of the gross f loW data and their potential value 

for research on labor market behavior; it will discuss reported 

errors in the data which have limited their* use; and, finally, it 

will provide a description of a technique which has been developed 

♦ 

to compensate foV these errors 

Derivation of Gross Flow Data 

Each month approximate ],y 56,000 households are interviewed in 
the Current Population Survey to determine the. labor force status 
oFthe civilian non^institutional population aged sixteen and aver. 



The CPS is constructed as a panel survey witfi each household re- 
maining in the sample for four consecutive months, being removed 
for the next eight months, and reentering for another four months. 
^ As the households rotate in^ahxi^out of the sample, potentially 75% 

of them are common from month-to-month\ These households form the 

2 • ' ' 

basis for gross flow. data, - - . 

Since individuals within tl\ese households are in the sample for 
two consecutive months, it is possible to match their curi^nt and 
previous labor force iptatus. Aggregating data on individuals into 
civilian population groups, P. ^ the gross change tabulations provide 
estimates of the size of flows between those who were employed, E.," 
unemployed, ^U^, an(J not in the labor fdrce^^ N^, Throughout the re- 
mainder of this paper, the gross Tr?JWHt$ta will be denoted by an 
ordered pair of letters representing preceding and current month's 

labor force status. For example, UN., wilT denote those peopl^^ in ^ 

th ^ 
the i population group who were unemployed lasj^month, but left 

the labor force in the. current month. 

The gross change data provide information on the degree of mo- 
bility in the labor'market as people .enter or leave the labor force 
* or move between employment and unemployment • This is particularly 
valuable for population groups with relatively weak labor force 
attachment, such as teenagers. Figure 1 illustrates tHis point 
by showing the average 1976 gross flows for sixteen to nineteen- 
year olds which help generate teenage levels of employment, unemployment 
, and nonlabor ^orce status as reported by the CPS, 



2. We are grateful for the cooperation of Bureau of Labor Statistics 
staff in making these data available. More comprehensive descrip- 
*tions of the data and their potential for research on labor mar- 
ket dynamics can be* found, in H. Hilaski, 'The Status of Research 
on,6ross Changes in the Labor Force," Em ployinent and Earnings , 
i October 1968. 



Figure 1 , . 
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Ubor Market Stocl^s and Monthly Flows: 16-19 Year Olds 
\ (1976 Monthly Averages) 
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The volatility of the youth labor market is obvious from these 
statistics. For Example, on average in 1976, approximately 900,000 
teens or 53% of those unemployed one month either ..found % job or: 
decided to leave the labor market the next month. The average monthly 
figures also show that approximately 1.3 million of 9% of the teenage ~ 
labpr foi^ce leaves the labor market each month, while another 1.3 . 
'million or* 18% of those out of Ithe labor market decide to .enter. 

, For sixteen to nineteen-year olds, these large inter-labor 
market flows are dominated by transitions between' school and work.^ 
Seasonal patterns in ?l(fw data provide a better idea of the vast 
numbers of people who change labor force Hates each month ;o generate 
•the changes in stocks reported by the Current Population Survey. 'In 
June, when most teenagers are out ,of school and looking for sumnfer 
employment. CPS statistics show the size bf their labor force increasing 
by 1.9 million. The gross flow tabulations indicate thdt this change 
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Is generated by status changes of 3.7 million teenagers moving 
between states, with 2.8 million either becoming employed or unem^ 
ployed when they are not ^in the labor force in the preceding month, 
and with almost 1 million decidj.ng to drop out of the la^r force 
for the summer. The data also indicate that, although the large 
increase in tmpmploymeht ^^^^^^^^^^ primarily due to a dramatic 
increase into the laWor force, it is aided by reductions in flows 
out of unemployment. In September, when school reopens, the CPS 
labor force declines by 2.1 million teenagers, which is caused by 
3.1 million withdrawing from the laKor force and 1 million entering 

It. 

While some of these observations are intuitive, they do suggest 
the potential the data have for providing insights into trends and 
cyclical patteCns of labor force "participation; determinants of un- 
employment among various labor fprce groups; and information on the , 
relative impact of discouragement and labor force j^ithdrawal on 
different demographic groups. 

Errors in Data ' » 

* Despite their potential for analyzing labor market dynamics, 
gross flow data have gone unpublished since 1952 and their use in 
research has been sporadic due to serious reservations concerning 
their\reliability. Problems with the data are generally divided 
into two components: sampling- vai;iability and response variability. 

Of» the two possible sources of error, sampling variability is 
the<4ess Serious, and is the result of reducing the full CPS sample 
to only those individuals who are intj8«;yiewed for two consecutive 
months. By th6 time gross flow datai^fnl' tabulated, sample size is-^ 
red^uced to approximately 65% of the, full CPS survey. The exclusion 
of nonidenticais,i who. either fail to respond, are absent from home 
during t^he .survey week or who have moved from the household, make 
rand6m error more-prominent in gross flow than stock data. It Should 
be noted, however, that if nonidenticals differ in characteristics 



frop identical individuals, this reduction in sample size could 
cause the error to ^1,e systematic.^ For example, teenagers -who leave 
home by th^ time they are nineteen may be more prone to be in the ' ^ 
labor £or/e than those who remain .with their families. Because 
they have moved from the interview unit, these youth will be under- 
represented in the gross flow sample, artd those remaining in the 
sample will tend to understate labor force attachment. 
/ .Reslponse variability, which is the result of either misclass-^ 
ificatibn of reported labor market status .or "rotation group bias, 
is con^'idered more important than sampling variability. Misclass- 
if icat|on Errors which tend to cancel v(hen. determining net changes 
in labbr force stocks are a more serious problem with gross change 
data, [in the past, the effect of misclassification has been assumed, 
to be random with an^Ve^all effect of inflating the flows depicting 
movement between labor force states. It is hard to- determine the 
magnitude or nature of the misclassification problem for teenagers . 
TW fact that an adult usually reports labor force status for teen- ^ 
agers in a household and that it is often hard to determine the exact 
status, of a teenager' i labor force attachment could serve either 
to exaggerate movements between employment, states or to suggest no 
Vhange When, in fact, movements would be indicated if the^youth had. 

been directly surveyed. . ^ 

^ The second cause of response variability is "rotation group 
bias"--a problem which generates systematic errors and which is related 
specifically to panel surveys. The hypothesis concerning this source 
. of error is that the process of reinterv^ew- conditions individuals 
and patterns their response pver time."^ the eight rotation gro,iips 
comprising the CPS, which differ only with'.respect to time in sample, 

\ • ^ - - ^ ^^ 

3. See Susan Parmer, Bureau of the Census, "Qn <fie CKarfac^dV-.and 
Influence of Nonresponse in the Current Population Survey, 
.. Proceedings of the Social Statistics Section, , 1967, / American 
Statisjical Association,, pp. 73-50. " 

,.4. See Barbara A. Bailar, "The Effects of Rotation Group Bias on . 
' Estimated from Panel Studies," Journal 6f the Americart- Statis- 
tical Ajisociation , vol. 70 (March 1975), pp. 23-30. 




consistently demonstrate different labor force characteristics, 

* 

Census Bureau staff have been aware of the problem isince the -1950^, 
but little is known ab'out why it exists or the extent of its effect 
on the data joither qualitatively or quantitatively. It is known, 
however, tkat groups newly entering the sample show higher levels 
of^wnemployment and marginal types of employment such qls part-ti^me 

^work, unpaid family help, and domestic^--'t;hbs6 categories mosi ' 
likely to contain substantial ^numbers of people with v/eak labor 
force attachment. In subsequent months, a number of ^ihe individuals 
in these groups, who initially reported being employed or unem- ' 
ployed, report being^ out of '^'the labor force. This type of change 
tends to exaggerate the size of the flows leaving the labor force 

^and, therefore, understates gross change estimates '6f participationl^fll^ 
Given the marginal attachment of teenagers to the labor market, it 

; is poiSsibJe that misclassification and rotation group ^hi^s problems 
contribute significantly to errors in measuring their changes in 
iabor force status. 

Data Adjustment ; ' / ' 

Despite the sampling and response vatiabili:y problems, gross 
^ flow data have been used by researchers to analyze labor market be- 
havior; The data have produced intuitively acceptable results and 

have supplied a new dimension on market dynamics unavailable in other 
^ \ ■ • 

data bases. Earlier work with gross flow data, however, concentrated 
on cyclical vaxiability qf uneniployment and did not concentrate on 
Pj^rticipation behavior which would suffer much more from the problems 
. associated with rotation group bias.^ 

1 4 

t • 

5. See W. Lee Hansen. "The Cyclical Sensitivity of Labor Supply," 

American Economic Review, (June 1941), pp. 299-309; George L. Perry, 
"Unemployment Flows in the U;S. Labor- Market ," Brookings Paper on 
Econoific Activity , vol. >2 (1972), pp. 245-78;Claire B, Vickery, 
"Why Unemployment Rates Differ by Race and Sex'*," unpublished Ph.D: 
dissertation,. University of Maryland, 1973; Thomas F. Brad shaw, . 
Bureau of Labor. Statistics, "Employment in Perspective: A 
, Cyclical Analysis of Gross Flqv^s in the Labor Force," Report 508, 
-^^ • . ' • ■ i • 



The bias prablems in the data cannot be easily explained and no 
one has yet determined their magnitude or exact effect pn th« various 
transition flows, Howeyer, the fact that they ftxist can be easily 
ascertained by comparing net changes in labor force stocks derived 

from the CPS with those derived from gross* flow data. If one were to 

r ' ' 6 ' 

accept the accuracy of the full CPS, , failure of thi? gros? flow data 
to repjicate these changes is an obvious warning that there are 
problems ijieasuring^ the flows • In some instances, even the direction 
of the change is inconsistent. While a portion cJf the problem is 
attributable to random sampling error, the discrepancies do suggest 

that systematic errors are present and have to be accounted for when 

7 ' ■ ■ . ' ■ . 

using the data* . \ - ' • 

The procedure developed to adjust the gross flow data does not 

attempt to explain the causes of error; it merely attempts to force 

8 

consistency with the data coming from the full. CPS survey. Using 
'^multivatiat^egression analysis, monthly changes in employment 
status measured by gross flow data are regressed against the isame 
changes measured by the CPS. If earlier conjectures on the nature of 
biases in the data are correct, the results of the procedure would be 

. - ■■ 0 .■ . 

—. . ■ ■ ^ — ■ ■ ^ - 

5. ■ (cont.) 19,77; Richard S. Toikka, "A MaLrkovTan Model of Labor Market 

Decisions by WoAers," H^e American Economic Review , vol. 66 . 
. (December 1976), pp. 821-34. 

6. The rotation group bias problem affecting gross change data also 
affect the estimates of monthly levels of labor force statistics 
reported in the full CPS. If it can be assumed that bias patterns 
across the oxgnt survey panels are consistent from one month to 
the next, the effects of the bias on the full safliple wiU cancel 
in computing month to month changes. It is the "unbiased" month 
changes which are used in the adjustment procedure. Levelf of 
labor force stocks in the full CPS are affected by rotation group 

■ -bias. See Bailar, op. cit . 

7. See Stum H. Altman, "Factors Affecting the- Unemployment of 
Married Women: A Study of the Dynamics Affecting the Labor Force 
Behavior of Secondary Family Workers," unpublished Ph.D. disser- 

*■ tat ion, University of California, at Los Angeles, 1.964. 

8. Smith, op. k cit. .' \ 



a reduction of tKe ,f low variables which depict movements between em- 
f ployment, unemployment and non-labor force status all of which tend 
to be exaggerate4'by misclassification errors. The most prohounced 
reductions should be in thQ two flows out of the labor force, EN and 
UN, which* are also inflated by rotation group bias. 

Since the gross flow subsample does not take account of monthly 
increases ^in populati^on which result from new population entrants or 
\net immigration, the CPS changes used in the /adjustment procedure werie 
modified to exclude population growth. Adjusted changes in stocks 
from the CPS were constructed using the previous month's stock levels 
weighted by a ratio of current to preceding month's population. This 
assumes that entrants to the CPS sample demonstrate the same character- 
istics as thos/lilready in the population group, the changes in stocks 

measured by gross flows are, computed by calculating the new inflow to 

♦ • 
those stocks. The relevant identities for each group become: 

'■ ■ ' ' ■ ■ ' i . 

(1) AE. . E. - E. . C f^) = UE. * NE. ,^EU. - EN. , 

(2) AU^ . U. - Uj__j . ( yj^) = EUj NU. - ilE. -UN^, 



i.-l 

' ■ • if 

P. 

and, (3) AN. = N. - N. _^ . ( ^-i-) = EN. + .UN.. 




* $ 



- NU. 



vfith the lefti side estimated from the full CPS and the right/ from grosS 
flow data. ' / 

^ The aim of the procedure is to bbtain a correction factor on 
each flow variable. As can be seen above, each flow appears in two 
identity relationships. We therefore pooled observations, and ran 
a single regression based on data.frbm Jiine 1^7 through September 
/197^ simultaneously estimating changes in emp%yment, unemployment 
and nonparticipation and producing one adjustment factor for each 
flow. ' 
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The procedure has gone through a number .of modi t'icat ions. Cur- 
rently it produces "cyclical correction factors which vary with ag- 
gregate labor market conditions, represented by the aggregate unem- 
plo^yment rate lagged one period. The resulting relationship between 
an adjusted flow, f ' , and an observed* gross flow, if, thus becomes: 



. (4) f • . (B^ + . C^) f , 



B^ and B-^ are coefficients *from a constrained identity 
9 * 

egression. . ^ 




Potentially there is d problem applying the procedure to groups 
as small as the. four teenage groups being analyzed in this paper. The 
smaller the population, the more likely it will b^ that random error 
will dominate the systematic error we are attempting to eliminate. 
As a consequence, among sixteen- to nineteen-year olds, nonwhites 
Will- suffer more than whites because of sample size. Among the flow 
variables, the flows between employment and unemployment are the most 
affected since youth behavior is dominated by their labor fprce 
withdrawal and reentry. 

Table 1 reports average corrections applied to the sijc gross 
f low ^variables for the labor, force groups analyzed in the next 
section. The adult white male group is used as a point of comparison. 
In four of the six flows for' this group there is a substantial re- 
ductipn in tfce reported statistics. The. i'mplied overstatement of 
measured dat* is consistent with the hypothesis that misclassification 
prror exaggerates the number of people changing labor force states. 
The severe reduction in EN is consistent with hypotheses on rotation 
group bias. We have'no explanation for the seeming undermeasurement 
of flo*5 between employment and unemployment (EU) and between unem- 
ployment and not in the labor force (UN). Thi,s is especially true 

9. For a more complete description of the procedure see Charles 

C. Holt, et ' al . , "Labor Markets, Inflation and Manpower Policies,^' 
Final Report to the-tJ.S. Department* of, Labor, Appendix C, May 
1975. ' ' ' 
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,for UN since it should be influenced by the same rotation group \ 
bias problems affecting the employment to ijot in th§ labor force 
flow. We have less confidence in the parameter estimates for the 
correction on UN since relatively few white male adults exit the 
labor fdrce from unemployment. * i . 

The correction technique generally yields smaller bias adjust- 
ments ^or teenagers than for white male adults. With the exception 
of the small nonwhito female cohort, which demqnstrates the lowest 
measured inter-laboie force mobility, most flows are adjusted to 
within 15% of their observed value. *While this may result from more 



accurate data for this group, it is itiore likely the result »of random 
measurement error due to small sample size of offsetting measurement 
problems unique to determining the labor force status of teenagers. 
The suggested. reduction in the UN flow is a|ain consistent with 

f rotation group bias problems; the increase in thd EN flow is not. 
However, as ipdicated earlier, no one truly understands the' nature of 

■ biases in the data and the technique used for its adjustment only 
provides a statistical reconciliation of gross flow and CPS stock 

data. It does not provide kny reasons for 'discrepancies . 

0.^ . ■ . " ■ ■ * 

. ' ^ « * • '-EABLE 1 "^'1 

' 'AVERAGE GROSS CHANGE CORRECTION FACTORS , 

- July 1967 to September 197 7^ ! 

»• 

\ 



Group/ Flow 


EN ^ 


EU 


UN 


NU 


UE 


NE 


16-19 yea^^blds: 














WhitjcT^Males .i 


1.02 


^10 


, 1.05 


1.05 


.95 


1.02 


WKite Females 
^/Nonwhite Males 


1.06 


,^9 


.89 


1 ,06 ' 


- .98 ■ 


.98 


1.00 


.91\ 


.97 


1.03 


.89 


,98 


^ -Nonwhite Females 


1.03 


.71 


.89 


1.10 


1.20 


.87 


2S-59 year Olds: 
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White Males 


.56 


1.05 


1.17 . 


.72 


.92 


. .78 



a, Based on unpublished estimates by th>i^ authors. 
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TEENAGE UBpR market" PATTERNS: INSIGHTS FROM GROSS FLOW DATA 

', Th6 femainder of this paper focusses on an examination of the 
labor market behaviof of teenagers during the past decade. Several 
patterns observed with conventional labor force and unemployment 

series are examined , more closely with estimates based on the adjusted 

■ . . . ' ' * • ' ' 

gross fljpw data: 

(1.^ vThe labor force participation^ rates of white, teenagers, par- 
t;Lcularly females,, ha've risen sharply, while those of blaclc male teen- 
agers fell and those of black female teenagers were fairly stable. 

. (2) Each teenage group's participation rate exhibits some cyc- 
lical variation.' Between 1974 and 1975, as the aggregate unemployment 
rate rose by three percentage points, the secul/r increases in the 
participation rates of white male and female teens were reversed 
and lftie decline'^in black male participation was accelerated. The 
participation of black feidale teens did increase, ip this recession, 
although it fell three points in the milder 1971 recession. 

(3) Unemploymept rates of every teenage group were much higher 
than adult une'mployn^"^ rates throughout the decade ^nd were con- 
siderably worsened by the recession. 

(4) ' The .position of black teenagers relative to^hite teenagers, 
measured by their linemp^yment rate? and their participation rates, 
has dramatically deteriorated over the decade. The recession widened 
the gap still further, w ^ . 

These and other patterns in .the regular CPS series are also 
found* in the gross flow- data and, to some extent, are explained by 
thejn. Net increases in unemployment occur when the,.gross if lowsi^info 
\ineiriployment exceed the flows out. Chronic differences in unem- 
ployment r^itQi between two groups either reflect differences in 
thei-r vulnerability to unemployment (the probability of becoming 
unemployed) or in their propensity t9 leave unemployment, or both. , 
Similar i-easoning can be used Ito account for changes or differences 
in participation f'att ems. 
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the equations reiy^rted in the remainder of this section are taken^*'i^^^S*"->f 
from Our gross flow model of the labor market find depict determinants ^ ... • 
of the proportion of a group's population moving from one labor niarke(€ 
state to another. All transitions affect the group's, unemployment or 

labor.fqr.ee size directly or indirectly. The transition rat as axe 
modeled as. group probabilities which are related to aggregate labor 
market conditions, a secular trend, and a set of seasonals. ' The means 
of these rates for the past decade are provided in the Appendix. 

When analyzing regression estimates based oii,v«r6ss change 4ata, ^ 
it must be remembered that the data suffer much more^rom sample 
variability than the stock Vata reported in the full CPS. The size ^ 4^ 
of the gross flow subsample is only about 67% o£ that of the CPS due ^ 
to the requirements of matching individual responses for consecutive 
mooths. The relatively small populations of the race/sex teenage 
cohorts reported in this paper further exacerbates the problem. This^ 
problem increases the variance of our parameter estimates. However., ^ 
for purposes of this paper, we! are not so inuch interested in the 
numerical value of parameters as in the importance of aggregate labor 
market conditions, seasonals and time trends in explaining the labor 
f or ce^ behavior of sixteen- to nineteen-year olds over the past decade. 
Negative or positive responses to eiiplanatory variables and their 
level^of significance can, in 'themselves, provide explanations for 
labor force parti cipatit)n behavior and cyclical response not available 
from the stock data..- 

Transition Probability Equations ^ ' " 

* The analysis ^e'gins with the estimation of two sets of equ^itions 
that depi'ct the movement of people into tthe labor force. As illustrated 
by Figure 1, the number of teenagers who enter tjie labor force ift a 
month is determined by the number in the potential entrant pool (i.e, 
not'in'the labor force) and their probability of entry. Some 'entrant?' 
are unemployed at the time of the first survey in which they are in 
the labor force; others have either entered with jobs or found them 
b^Jtween survey periods. Both-th^ decision to enter and the outcome of 



that decision /niryjbe^^f fee ted by .cyclical and seasonal factors^ and . 

•mfty change iim'. • * 

Table^^yind 3 report the equations used to estimate each group* s 
monthly j^o^ility of labor force entry and the proportion of the . ^ 
entrants Wt have, j^s ("successful labor force entry") . In each 
of these-^uations, as well as the ones that follow, the transition. 
probabilityUs v«xpressed as a i|W|ltipli.cati^ function of the aggregat 
job .vacancy-unemployment tatio^|lag||^d an exponential 
time trend, and a set of seasonSj^l c^ummiefs. Estimates are reported 
for eadi of the four race/ sex t,e^page groups and, for comparison, 
for prime-age white males. Th^ Estimation period is July 1967 
through September 1977. 

In the labor for cfe entry equation (Table 2), the dependent 
■' • ■ >• ■ ' ' ■ / . . ■ 

variable is the log o^ the proportion of the group y nonparticipants 

who entered "the civilian labor force since the preceding month's 
survey period. The gross flow data used in the Numerator were 
first corrected With the procedures described in the preceding, section. 
The aggregate labor market variable is the log of the ratio of the 
Conference Board's Help-|^nte^d Index and th^ CPS ^aggregate unem- ^ 
ployment series y both seasonally unadjusted and lagged by one month. - 
The trend term T takis on a value of otie in July, 1967 and is in- 
cremented by one each successive month. El^en seasonal dummies, . 
corresponding to January through November, each take the value of 
onev^r zero", witlftfie coefficient in Dpcember constrained to equal 
the ne^tive o|^th0 sik of the, other coefficients. is a random 

. error teina with^erp mean and constant variance. The numbers in 
parfinthesHoelow the»^iti(rameter, estimates are corresponding T-sta- 
tistics. ;Each coisimn also reports *the regression coefficient of . 
determination corrected-.. for degrees of freedom, R ; the standard 
errof of estimation,. S.E..; and the Durbin-Wa^^jfi Statistic, D.W. 
* Significance at the ..05 level and the .01 level are indicated by .a' 
single asterisk^ and a double asterisk respectively. The joint in- 
fluence of . the s^aapnals is measured by the P-statistic. 



♦ TABLE ,2 

PARAMETERS DETERMINING PROBABILITY OF LABOR FORCE ENT^Y ' 
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WHITE MALES. 
16-19 

. . -1.498 
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(2) 

WHITE FEMALES 
16-19 

-2.003 
(-22.05)** 



NONWHITE MALES 
16-19 

-1.358 
. (-8.10)** 



^ • (4) ' 
NONWHITE FEMALES 
16-19 

-2.222 
(-11.37)** 



0.061 
(1.97)*- 


0^006 
(0.23) 


0.099 
(1.94) ^ 


X<0.037 
(-0.62) 


0.002 
(5.68)** 
f 


0.002 
(7.08)** 


-"^.OO-l^ 
• (-1.11)# 


-0.000 
(-0.58) 


. -0.272^ 

(-8.64)** 


-0.294 . 
(-10.35)** 


-0.236 
(-4.S5)*^ 


;0.237 
.(-3.92)** 


-0.317 
(-9.81)** 


-0.211 
(-7.25)** 


-0.266 
.(^.01)** 


. -0.292 
(-4.72)** 


-0.274 
^-8.58)** 


-0.249' . ^ 
(-8.66)** 


-0.315 
(-6.01)** - 


-0.300 
(-4.91)** 


'-0.107 
(-3.34)** 


-0.219 
(-7.61)** 


-0.245 . 
(-4.66.)** * 


■ "^-0.358 
(-5.85)** 


Si' ' 
\(-l.i^^ 


-0.099 
^ (-3,40)** 


-0.215 
(-4.06)** 


■ -0.230 
(-3.71)** 


\.834 ' 
> (25>52)** 


0.702 
(23.84)** 


0.844 
(15.70)** 


0.868 
(13.85)** 


G.67V 
^(21.75)*>v 


0.498 
^^^(TTT^SA^ ** 


0.826 
(16.33)** 


0.*43 
(10.91)** 


(6.02)** 




0.440 
(8.71)** 


0.1>85 
(3.14)** 


-0.033 
(-1.07) 


\ ^^70 
^^^(2.53)* 


-0.13S 
' (-2.66)** 


0.038 
(0.64) 


-Q.115 
(-3.56)** 


-6.012 
(-0.41) 


-0.0S2 
(-1.56) 


0.016 
(0.^6). 


-0.275 
(-8.57)** 


-0.162 
(-5.60)** 


-0.259 
(^4.91)** 


. -0.120 

(-1.96) ; 


135.42** 


* 

109.93** 


68.61** 


38.18 \ 


0^928 


. 0.917 


0.864 


0.772 


0^ 06 


. 0.0d6 


' 0.174 . 


0.203 


1.793 ' 


2.068 


1.988 


1.758 


1 


♦ 




J- 

r 



(5) • 
WHITE MALES 
25-59 



-1.715 
(-15.21)** 

0.103 
(3.01)** 

-0.003 
(-6.28)*f 

O.OSO 
(0.57) 

-0.008* 
(-0.21) , 

-0.04-2 
' (-1.18) • 

-0.008 
(-0,23) 

0.016 
(0.46) 

0.085 
(2.35)* 

-0.008 - 
(-0.24) 

0,057 
(1.67) 

0.113 
(3.31)** 

-0.013 
(-0.37)^ 

-0,076 
^.2.13)* 



k32**N 



0.604 
0.117 
1.533 



The first column shows our estimates of the determinants of the ^ 
monthly probability>Df a white male teenager entering the labor force. 
Over the ten-year estiihation period, approximately 20% of nonpartici- 
pants in this^group entered the labor force feach month. The estimates 
in column 1 indicate that: SI) the probability of entering in any 
particular month is strongly associated with the state of the bus- 
iness cycle; (2) this probability ^has been increasing pver time; and 
(3) it has a strong seasonal component. June and July, of course, are 
the months when a teenager. is most likely to enter the labor force. 
About 92% of the monthly variation in the probability of entering 
the labor force for this group is explained^by our equation. Most 
of this variation is explained by the seasonaL^duJtufties. 

White female teenagers "show no significant cyclical sensitivity 
in their "entry patterns^ but do show a strong, positive entry trend; 
nonwhite males have a.,procyclical entry pattern, but no trend; and 
nonwhite female entry rates have no significant ^end or cyclical 
patterns. By way of comparison ,° prime-age white males, whose co- 
efficients are shown in the l.ast column, have a positive cyclical 
entry pattern, a negative entry trend, and a seasonal pattern which, . 
although significant, is much smaller than that of any of the teen- 
-age groups. - 

Our strongest results concern the probability that a teenager 
who enters the labor force will have a job during the month that 
he or she enters (Table 3). for the decade as a^hole, white^^en-*^^ 
agers wejre much more likely than nonwhite teenagers to be success- 
ful entrants.: About 66% of whi'te males and 63% of' white females had. 
jobs in the entry month compared with only 47% on nonwhite males 
ahd 33% of nonwhite females. 

As should be expected, for every group the probability^ of a new^.. 
entrant or re-entrant ha)^ing a job varied procycli easily (i.e., a 
positrive coefficien'^t on the vacancy-unemployment term). Successful* 
entry was closely related \to the state of th? aggregate labor market. 

• V ' * 

I 

/A startling finding was the significant negative trends found for . 



T^BLE 3 

PARAMETERS DETERMINING PROBABILITY OF SUCCESSFUL 
.. LABOR FORCE ENTRY • 



ln(NEj/NL^) - lnk„^^ *»nci^^^''^''^ .1 * Vi"^ * SI * . . . ♦ Sll t^^^ 



• 


(1) 

HfHITE MALES 
1^19 


(2) 

WHITE FEMALES 
16-19 


(3) 

NONWHITE MALES 
16-19 


(4) 

NONWHITE FEMALES 
16-19 


(5) 

WHITE MALES 
25-59 


Ink , 
nei 


, 0.260 
(4.84)** 


. -0.147 
(-2.56)* 


0.050 
0(0.27) 


0.954 
(2.58)* 


a. 327 
(4.65)** 


^nei 


0.162 


0.056 
f3 231** • 


0.190 
(3.38)** 


0.473 
(4.13)** 


0.173 
(8.16)** 


^nei 


-0.001 
(-4.23)** 


-0.001 
(-6.66)** 


-0.001 " 
(-1.63) 


1 -0.0(i4 
C-3.02)*^ 


-0.001 
(-3.61)** 


SI 


-0.000 


-0.005 
(-0.26) 


. -0.024 
(-0.41) 


-0.090 
' ^ (0.79) 


-0.024 
(-1.09) ^ 


S2 


-0.095 
(-5.60)** 

■ > 


-0.006 
' (-0.31) 


. -0.099 
(-1.69) 


' -0.04^ 
(-0.37) 


-0.075 
(-3.39)** 


S3 


-0.071 
(-4.24)** 


-0.015 ' 
C-0.82) 


0.009 
(0.16) 


-0.394 • 
(-3.40)** 


-0.050 . 
(-2,-. 28)* 


S4 


Q.050 
(2.96)** 


0.012 : 

(0.66) 


. 0.019 
(0.33) 


0.039 
(0.34) - 


0.021 
(0.96)' 


s$ 


0.067 
(3 94)** 


0.006 
(0.33) 


0.144 
' (2,46)* 


-.0.111 
. (-0.95) 


0.026 
(1.16) 


36 


0.014 
(0.80) 


« 

•-0.067 
. (-3.64)** 


-0.158 
(-2^65)** 


-0.147 
(-1.23) 


-0^,019 
(.-0 .86) 


S7 


0.051 ' 
(3.20)** 


0.046 ■ 
(2.67)** 


Nl,182 
(3.25)** 


0.278 
(2.49)* 


0.038 
(1.83) 


38 


0.077 
(4.76)** 


0.001 
(0.10)> 


0.092 
(1.65) 


0.204' 
(1.83)* 


0.008 
(0.40), 


39 


-0.028 
■ (-1.72) 


(i,004 * • 
(-0.20) 


< 

-0.025 
(-0.15) 


-0.146 
(-1.30) . 


0.077 
(3.62)** 


310 


0.35 
(2.07)* 


0.024 
(1.34) . 


0.001 
(0.01) 


0.107 
-(0-92) 


> 0.022 < 
(0.983) 


311 


-0.042 ' 
(-2.49)* 


-0.04 
(-2.34)* 


-0.133 
(-2.28)* 


. -0.030 
(-0.25) 


-0.029 
(-1.33) 


F(11.109) 
Seasonal s 


11. OS** N 


2.9S*' 


2.94** 


2,39** 


3.33** 


R^ 


0.812 


.0.626 

^ 


0.35l' 


0.472 


0.727 


S.E. 


0.056 


0.060 


0.192 


0.383 


0.073 


D.W. 


1.802 


2.036 


2.304 


2*064 


2.326 



every grouJIl * Thaf is, adjusting for cyclical and seasonal fluctuations 
*it is beco^ng increasingly difficult for an entrant of re-entrant to 
iminediatelyi find a job, with the steepest decline estimated for non- 
white females. This negative trend, incidentally, was found for 
prime-age wjiite males as well. '-^ , 

' Once an individual's in the labor force, the probability of 
leaving in a ^^given month Inay be related to cyclical, trend, and 
seasonal factors. We distinguish between the probability of leaving 
the labor force if employed and the probability of leaving the 
labor, force if uhemployed. ' The next two tables report our parameter 
estimates for each category. No uniform cyclical pattern in exit 
rates w^s found. Looking first at the probability of leaving the 
.labo'r force 'if employed. Table 4^shows a significant reduction' for 
white females in the probability of leaving as job opportunities 
expand, but an in^ease for the two nonwhite teenage group^and 
for prime-age males. Negative trends, were Estimated for both white, 
teenage 'groups and for nonwhite females. There is an obvious 
seasonal pattern, with the probability of a teenager leaving the" ,* 
labor force extremely high in September. ^ 

Table 5 shows that the probabilf^y of leaving the la^or force, 
if unemployed is\ positively related to the state of the ag^^gate 
labor market for white teenagers and negativel/ related for nonwhite 
female teens. A negative trend in the exit rate is estimated for ^ 
the white teenage groups and a^positive trend is estimated for nori- . 
white females. The probability pfSJ^eaving is much lower than average 
in the monthi of June and July, 

The mixed findings 'with respect 'Vo cyclical patterns in the prob- 
abilities of teenagers ieaying the, labor force from employment and 
uneihployment raisfe the (question of the cause of the cyclical labor 
f or ce^^^ft^ patterns, commonly Associated with labor force discourage- 
ment! We offer a very si;nple explanation, supported by the gross 
change statistics: unemf)loyed people regardless of age, race, sex, or 
State of^ the ecomony, are more likely to leave the labor force than 
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TABLE 4 

PARAMETERS DETERMINING PROBABILITY OF LABOR FORCE 
- . lyClT FRdM EMPLOYMENT 



eni 



ln(V/U) 



g, .T ♦ S\ ♦ 



Ink 



en 1' 



eni 



SI • 

s: 

S4 
S5 
S6 
S7 
S8 

i 

S9 
SIO 

sn 

F.(l 1,109) 
Seasonals 

r 

^S.E. 

o.w. 



(1) 

mwrv. MALES 

-2.102 
(•^17.82)** 

^ 0.t)08 ' 
(0.2."^)- 

-0.002 
(-S.18)** 

0.064, 
(1.75) 

' -0.127 
(-3.41)**, 

-0.220 
(-5.96)** 

. -0.157 
(-4.24;)** 

-0'.018 
(-0.49) 

-0.325 
. (-8.60)** 

-0.473 
(-13.30)** 

0.163 
(4.59)** 

. 1.038 
(29.09)** 

V 0.163 • " 
• (4.3?)** 

0.010 
(0.28) 



101.98*^ 

0.906 
0.122 
1.804 



(27, 
WHITE FEMALES 
16-19 

-2.117 
(•.-21.75)** 

-0.075 
(-2. 56V* 

02.003 ' 
' (r9. 23) **',.. 

0.16?/, 
(5.41')** 

-0.151 < ^' 
(-4.90)***: 

-0.145 • . 
(-4.76)** 

-0.038 
(-1.24) 

^ -0.003 ^ 
'(-0.09) 

-0.065 
(-2.10)* • 

-0.261 . 
(-8.89)** 

0.092 
■ (3.12)** ' 

0.852 
(28.91)** 

0 . 0.39 
(K26) • 

V 

-0.164 
(-5.37)**' 



94.04** 

0.902 
0.101 
1.898 



NQI^HITE MAlI?^ 

,16-19 ' 

-1.393 . 
(-5.08)** 

. 0.184 
(2.22)* 

y 

0.001 
(1.00) 

0.116 . 
0.37) 

-o\l75 
(-2.01)* * 

-0.349 

/'4.06)** 
-0.176 , 
,(-2. OS)* 

0.027 
. (0.31) 

-0.280' 
(-3.20)** 

-0.355 
(-4.29)** , 

0.213 
» (2.58)** 

1.125 
(13.58)** 

-0.050 
(-0.57) 

0.009 
(0.11) 



X ♦ 511 ♦ c 



20.87 



0.655 
0.284 
1 .872 



) 



(4) 



NONWHITE FEMALES 
16-19 


WHITE MALES 
25^59 


-1,122 


-5.226 ' 


(^4.25)**' - 


(-46.87)*^ 


0.142 


0.156 


(1.77) 


X4.62)** 


-0.002 


o.ooi 


(-2.35)* , 


(3. 83)*^ 


0.046 


0.1'60 


(0.56). 


(4.64)** 


-0.048 


-0.186 


(-0.57) 


(-5.27)** 






-0.370 


-0.103 


(-4.48)** 


(.2.94)** 


-.0.090 


. -o'.ool 


(-1.09) 


(-0.04) 


-U . 1 o** 




(-1.61) 


(1.13) 


-0.024 


-0.083 


(-0.2-9). 


C-2,32)* 


-0.073 


* 0.118 


(-0.92) 


(3,51)** 


0.299 


0.064 


(3.77)** 


(1.88) 


1.001 


0.076 


" (12.54)** 


(2.24)* 


' -0.050 


-0.039 


(-0.61T 


(-1.12) 


-0.244 " ' 


0.016 


(-2.95)** 


(0.45) 






18.44** 


7.48** 


. 0.648 


0.414 


0.273 


0.116. 






2 . 300 


'*2.'155 







(5) 
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■ % TABLE 5 

PARAMETERS DETERMINfNG PROBABILITY- OF LABOR FORCE 
EXIT FROM UNEMPLOYMENT 





In (UN./U.^ p 




^1 * «uni'^ * * 


. . . ♦ 811 ♦ 


c 

uni 




it 


(1) 

MHITE MALES 
16-19 


(2) (3) 
WHITE FEMALES NONWHITE MALES 
16-19^ . >6-19 


(4). 

NONWHITE FEMALES 
16-19 


^ (5) 
WHITE MALES 
25-59 


Ink . 
uni 


-0.J49 
(-2.90)** . 


-0.622 
^(-5.24)** / 


/-1 . 169 
(-5.43)** 


-1.600. 
(-7,84)** 




0.254 
(1.18) 


B . 
uni 


0.178 
(4.87)** 


0.084' 
(2.33)* 


-0.010 
(-0.1?) 


. -0.121 
(-1.96) 


i 


0.669 
(10.57)** 




-0.p03 
f^6<57)** 


-0.003 
(-7.22)** 


0.000 
(0.47) 


0\002 " 
(2.35)* 




-O.OOD 
(-0.13) ' 


. . ; SI 


0.187 
^ (5.07)** 


0.22^' 
(6.18)** 


0.220 

(3.31)** ' 


0.031 
^ (0.50) 




0.315 
(4.73) ** 


82" 


-0.050 
(-1.30) 


-0.006 
(•0.16) 


-0.090 
(-1*42) ^ 


b.053 
(0.82) 




-0.111 
(-1.63) 


"S3 


0.037 
(0.99) 


0.008 

(0:72) 


0.038 


-0.040 
(-0.62) 




-0.183 
(-2.71)**. 


.84 


0.149 ^ 
(:i.940** 


0.140 
(3.76)** 


0..074 

(1:09) \ 


0.062 
(0.97). 




-0.080 
(-1.19) 


S5 


0.186 
(4.90)** 


o;ii7 

(3.14)** 


0.1€2 
(2.68)'** 


(2.37}*< 




-0.QP8 
(-1/4) 


'I 


-0.284 
(-7.3^)** 


-0.141 
(-3.72)** 


. -0.153 ' . 
(-2.23)* 


-0.196 
(-2.99)** 




-0.166 
(-2.41)* 


87 


-0.289 
. (-7.95)** 


-0;09ef 
' (-2^.6^** . 


" -0.236 
(^3.63)** 


-0.181 
(-2.95)** 


r 


-0.033 , 
. (0.51) 


\ sd 


0.057 
(1.57) 


0.027 
CO. 81) 


-0.112 
(-1.72) 


0.084 
^ (1.36) 




0.076 
. (1.17) 


89 


'0.150 
(4.17)*v 


-0.051 
. ' (-1.41) 


0.322 
^ (4.94)** 


0.104 
(1.69) 




-0.069 
(1.06) f 


810 ' . 


-0.083 
(-2.19)* 


' -0.160 
, (-4.26)** 


-0.097 
(^1.42) . 


-0.046 
C-0.72) 




0.O63 
(1.93) 


sn 


-0.027 
(-0.72) 


-0.065 
(-1.75) 


-0.*56 

(-0.82) * 


-0.027 
(-0.42) 


1 


0.096 
. (1.42) 


Seasoniiil 

\ 


17.97** 

I* 


8.97** 


6.04** 


2.6V* 




4.18** 




^ 0.767 


0.658 ^ ♦ 


0.312 ^ ^ 


0.306 

IT- 




0.688 


S.B. . 


0.125 


^ 0.123 


♦ 

0.223 ^ 


^Oi212 ' 




0.223 




1.557 



JJployed people in the same demographic group. Hei>ce, an increase 
in the unemploxment rate generates a higher labor ' force exit rat>e 
merely by shifting/ more people^ into the exit -prone unemployment 

stock even if the probability of exit from that stock does not 

10 ^ ■ ■ 
change. - 

Our l^st two sets of equations analyze the probabilities of 
transition^ between unemployment , and employment. Table 6 provides 
our estimates of the relationship^ between the probability of unem- 
ployed persons finding a job e^ch month and the same cyclical, trend ^ 
and seasonal terms used in the preceding equations. For most teen- 
age groups the probability of finding a job varies procyclically, as 
expected. For nonwhite females, we have an unexpected negative re- 
lationship. There is also ^ slight negative trend in the prob- 
ability of an unemployed nonwhiti male teenager finding a job. 
Seasonality plays a significant role for every group, with success 
highest in July and lowest in Jeinuary. ^ 

Table" 7 provides estimates of the relationship explaining the c 
probability of an employed person becoming unemployed each month. 
This turnover probability is highest for nonwhite male teenagers and 
lowest for white femal^eens. * We expected an inverse cycUcal re- 
lationship for every group, but found it only for white female teei^s. 
The probability for most groups is highest, in the months of January, 
June, and September and lowest i^'the spring.- 

Other Factors 

We recognize that the transition rates of teenagers are influenced 
by manj variables that are not iticluded in our regression equations. 

10. For a steady state analysis of this phenonienon, based on previous j 
transition probability estimates, see Ralph E. Smith, "The Dis- ' 
couraged Worker in a Full Employment Economy," Proceedings of 
ytt^^^eri can Statistical Association, Busine^^s and Economics 
^tion , 19^4 » pp. 210-25. Subsequent simulations confirmed its 
iB^portance in a dynamic context. 
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TABLE (, ^ 
PARAMETERS DETERM\iNG PROBABILITY OF TRANSITION FROM 

wJempwyment TO. employment 
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Pfll.' 109) 
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(10. 28)*^* 

0.127 
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0.023 
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yj[-2.80)** 
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(1) 

WHITE MALES 
16-19 


(2) 

IWITE' FEMALES 
J6.19 
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(-2,90)**. 


-1 .023" 
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uei 


0.244 

U.oi)** 


0.085 
(K84) 




0.001 
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0.001 
(1.59) 


SI 
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-0.208 
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y .r' 

-0.1 J5> 
(-3.^T)** 


-0.388 
(-8.29)** 

-0.047 
(-0.98) 


S3 


-0.126 
.(-3.5gJ|:>* 


-0.105 
(2.22)* 


54 


Mr 


s -0.109 
. . (-2.30)* 


85 


-{^29 
(-C78) 


-0.039 
C-0.82) 


S6 
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. (4.13)** 


0.067 
(1.58) 


S7 


0.356 


0.279 



(6*10)** 



X 
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(1.22) 
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(2.36)* 

0.140^^ 
(2.92)*^ 



-0.002 
(-0.04) 
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16-19 
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0.351 
(5.79)** 
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(-0.99) 

-0.035 
(-0.37) 
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(-1.50) 
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(-1.76) 
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(0.21) 
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.. (5.86)** 

0.291 
(3.16)** 

-0.176 
(-1.89) 
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•(1.29) 

-0.023 
4-0.24) 
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0.317 
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(4) 

NONWHITE FEMALES 
16-19 


(5) 

WHITE MALES 
25-59 


-2.610 
(-7,34)** 


-0.663 
(-6.83)** 


' -0.216 
(-2.01)* 
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0.102 
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-0.000 
(-0.27) 


, -0.002 
(-4.29)** 


•^0.394 
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(-6.77)** 
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(-0.88) 
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— - — V ♦ uuu 
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(5.50)** 
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(0.94) 
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(5.25)** 
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(3.14)** 


0.027 
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-0.239 
(-2.14)* 
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(-1.15) 


6.36** 


15.45** 


0.332 


0.716 
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0.101 
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TABLE 7.. 

PARAMETERS DETERMINING PROBABILITY OF TRANWTION FROM EMPLOYMENT TO UNEMPLOYMENT 
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In particular, decisions to^i3.nt;er or leave the civil ian,Jabor market 
and the outcomes of these decisions are closely related to decisions 
regarding schooling, marriage,, fertility, and military service and 
to, government activities such |^s minimum wages and public service 
employment. A comprehensive gross flow model of the tedne^e labor 
market should take these factors into account. 

V During^ the past decade, probably the -most critical infiu<?nce 
on teenage males was the Vietnam War, To explore the impact of the 
military buildup in the late-sixties, we re-estimated our equations • 
with a dummy variable that t6ok th6 value of one in 1967, 1968' and 
1^69, and zero in other years. Since the Vietnam years were also 
the peripd of lowest unemployment and were at the beginning of out , 
estimation period, we were concerned that bur cyclical and trend 
coefficients would be quite sensitive to the change in specification. 
A superior procedure, time and data permitting, would be to model 
directly the gross flows between the armed forces and each of tl}e 
iabor market stocks. ^ ^ ; ■ 

Our results confirmed the importance of Vietnam to the teenage 
labor market, but suggested th^t out trend and cycle estimates were 
not particularly sensitive, livery group's probability of finding a' 
job when unemployed was increased during the Vietnam period (with 
significant Vietnam dummies for three of the groups and nep.r-signif- 
icance for white male teens). Also, the probability of a white 
male teen leaving the civilian labor force increased, while their 
probability of transition from employment to unemployment declined. 
Only tjKQ other Vietnam dummies were significant. Among the or-^ 
iginal cyclical and tr^d terms, only one coefficient (a negative 
cyc}4cal term on the white female exit rate from employment) switched 



11. These were a positive dummy in the equation explaining the 
entry rate of npnwhite females and an unexpected negative 
clummy in the equation for the white female entry success 
'rate, ' . ,r 

/ • ■ - 

. • . . ■ J ■ ■ 
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signs and remained significant; o^flVsix of the twenty-five signif- 
iqfint trend or cyclical coefficientsUost. significance; and two new 
trends were intradUced (positive hire probabilities for white males 
ar^ white females) • ' ' ' ^. 

»»-«"^ 

terpretation of the Labor, Force and Unemployment Patterns 

What have we learned about the teenage participation arid unem- 
ployment rates of the past decade by analyzing the underlying gross ; 
flows? , First, there are strong trends, in both the labor, force entry 
rates and the exit rates th^t are underlying the growth in White teen- 
age participation, with steeper trends for the females. Unless these 
trends change, the difference in particiaption .rates between white \ 
male and white female teens will continue to -narrow. These -entry 
/T^nd exit trends were not present for nonwhites. 

Second, the cyclical participation patterns of teenagers are 
generated, in. part, by the positive link between their entry decisions 
and job availability. In addition, unemployed teenagers are muc1i 
more likely tKan those with jobs to drop out of the labor force. 
This discouraged worker pattern serves to dampen the cyclical amp- 
litude of their reported unemployment rates since only active job- 
seekers are -counted. Since the recent recfifssion reduced teenaj?,e 
participation, above-trend growth in their participation rates 
should be anticipated during the recovery ^nd has begun. 

Third, the chronically high unemployment. rat^s of teenagers can 

9 ' ^ 12 

^ be directly linked to their large flows through the labor market. ♦ 

\ ^ — _ . ^ _ ^ ' — . • 

\ 12. • An excellent analysii of differences i^ steady state unemployment 

\ ^xates between demographic groups is in Stephen T. Marston, ''Em*-^ 

^\ ployment Instability and High Uneihployment Rates," Brookings ; , 

'\ ' Paper on Economic Activity vol. 1 (1976), pp. 169-203. ^sing 

\ our corrected transition probabilities for 1967 through- 1973^ 

Y Marston finds that the major factor accounting for the difference 

\ between' t^en and adult unemployment rates is' the larger- probabil- 

\ 4 ity for teens of leaving employment. This is consistent with 
our findings. ^ • 
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One-third of white teenagers and over half of nonwhite teenagers 
experience unemployment during'the month that they^ enter the labor 
force;- In addition, over 3% of teens with jobs becom^ unemployed 
each month, triple t^e rate for prime-age adults. Once unemployed, 
white teenagers' probability of finding a job is similar to. that of 
adults, but the likelihood of leaving the_ labor . force is muclj higher. 
Nonwhite teenagers have the additional problem of having much lower- 
probabilities of finding a job in the month that they eijter the 
labor force and much lower .monthly probability of finding a job once 
unemployed, .Also; if employed, their probability .oY becoming unem- 
ployed e^ach ;nonth is much higher. 

Fourth, the^ deterioration in the relative posit^ion of nonwhite 
teenag^i^ can be traced. to both secular and cyclical differences 
in jt^ir behavior . Not only are their rates of labor force entry 
fail ink to keep pace with those for white teenagers, but also their 
success in finding work is deiireasing more rapidly, which discourages 
further participation. The vfidening gdp between nonwhite and white 
teenage un-employment is contributing to the widening gap *in their " 
participation, ' * . • 

CONCLUSIONS ♦ 

One of the motivations for this paper was to ^all attention to , 

a potentially valuable J^ource of data .on labor market dynamics of 

youth*. Clearly, the dafa need to. be improyed* before they cart be 

considered as valid indicators of month-to-month- changes in the state 

13 * . • • 

of the economy. But their failure to provide monthly signals 

thair always coincide with those provided by conventional labor 

market series does not eliminate their value as an analytic tool. 

The trend, cyclical, and seasonal patterns reported in t,his paper 



13, For recommendations regarding the imjirovement and dissemination 
of^gross flow tabulations see our paper, . "Gross Change Data: 
The Neglected Data Base," to be published by the National Com- 
mission on Employment and Unemployment Statistics later this 
year. ' ^ i '~ . 



do conform to those of the conventional CPS labor fQrce,^and unemploy-* 
. ment series and help to explain them. Much of the monthly variation, 
in the. transition probabilities is systematic and accounted. for by 
our equations. Of the twen-^y-four equations estimated for teen- 
agers , fourteen had cyclical variation- significant at l^e .05 level; 
fourteen had significant trends; and all had si^ificanj; seasonality; 
'for white teenagers, between 52% and 92% of the variation l^jl/the 
transition probabiliti||S were explained by our regressions; for nori- ' 
white teenagers, between 23% and '86% were expla^ined. 

In this. paper we have not focussed on the policy implications 
of our estimates. One use of the estimates would be,^to test the-' - 
potential effects on teenage employment and unemployment of altiM?native 
policy interventions. Typically, a^program would have its direct 

* 

impact on one or more- transition probabilities which, in turn. Would 
effect both employment and unemployment. For example, expanding the 
number of public service employment slots available to teenagers 
would increase^bheir probability of ■ being hired and would attract 
more teenagers into the labor force. In evaluating ,f he outcome of 
*a job-creation program, -^m^estimates suggest the importance, of ^ 
measuring the labor forJi^HRponse as well as the impact on un^^mployment 

Earlier estimates of the transition probability equations have 
beef used. to assess the impact of macroeconomic policy on the teenage 



14 

tabor market. -^*^t was found that the 1974-1975 recession had a» 

severe! impact on teenage employment which was only partly reflected 

in their unemployment rrtes. We estimated that macroeconomic policies 

'alone cou*d alleviate much of the pilbblem, but would leave teenage 

unemployment and labor force discouragement rates substantially higher 

" than those of a3ults. Structural remedies oriented toward the 

* ' \ * 

special labor market problems and seasonality of thevyouth laibor 



.M4. Ralph 'E* Smith, "The Teenage Unemp^loyment Problem— How .%ch Will 
Macro Policies Matter?'' in The Teenage Unemployment Prob^ 
Wj^t Are the Optio r^? Report of a Congressional Budget Of f i ce 
Conference (Washiiijton, D.C.: t5overnment Printing Office), 
pp* 7-17. 



market are needed. v 

.The increasing difficulty thalj^ll teen groups are haying in 
findiiig jobs must be diagnosed and cured. Teenagers whose famrlies 
are not plugged* into informal job referral networks heed alternatives 
This is especially the case for minorities • Much of the difference 
between white and nonwhitV teemtfer^ in their unemployment rate^ 
can be traced to the greater difficulty that nonwhites have in Db- 
t>iii4ng a job once in the market/ In addition, nonwhites teenage"" 
job-seekers are more likely to ^become discouraged and withdraw frpm 
the labor force. Hence, the real di^el^ence in the labor market 
performance between the .two groups is even greater than the difference 
in their unemployment r^tes. Ways niust be found to eliminate these 
disparities. Our analysis of the past decade provides no basis what- 
soever for optimism that the problems are being resolved. 
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AVERAGE MONTHLY TRAT^SITION PROBABILITIES"' 
•(JULY 1967 - JUNE 1977) v 



Labor Force Entry 

Successful Entry 
(NE^/NLp 



\ 



Wfiite White Black Black 
Male Female Male Female 
Teen Teen- "Teen Teen 



.22 



.. 16 



.19 



X/^ .671, .64 . .49 



.13 



.36 



^'/hite 
Male 

Age 25-59 
. .68 ■* 



Labor Force Exit From 

Employment (EN'/E • ) 
i i »~ 1 



Labor Force Exit From Un- 

Employment (UN'/U * ) 
» i »~1 

Ur\^ployment to ^Inployment 
(UEVU. - ,) 

Employment to Unemployment 



.11 



.31 



.30 



.04 



.14 



.28 



.03 



.15 



34 



.20 



.18 



.37 



.18 V 



.06 .04 



.003 



.10 



.32 



.01 



These are the mean proportions of the "populations who make the In- 
dicated transitions. The flows on which these estimates are based 
were corrected, using the procedure discussed in the text. 
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THE TRANSITION FROM SCHOOL TO WORK .' • * 

WITH JOB SEARCH IMPLICATIONS , ' 

"By: Stanley P. Stephenson, Jr.* 

• ABSTRACT 

This study adapts a human capital model of schooling and earnings . 
to focus on the transition period* The adaptation consists of two 
steps. ^^First, unemployment incidence and duratiort after last leaving 
schoo), but prior to the first job taken, is included as an intervening 
part of the transition process. A second feature i.s 'the consilleration 
of. the extent to which job holding while in school alters subsequent 
unemployment and wage rates. % 

Data used in the analysis i* the NLS panel of white and black young 
men who were fourteen- to twenty-four-years-old in 1966. . Persons in- 
cluded*in the sample were drawn from the period 1966 tO'*1971 and had 
'Stopped attending school during this period. White and black menfli^ere 
studied separately. The complete model comprised a recursive system 
of a schooling equation, an unemployment equation, and an hourly wage 
equation^ . ' ' ' 

The main results concern the unemployment and wage. equations ♦ 
Holding: a job while inN^chool lowers the incideoce and duration of 
later unemployment and ral^ ^§^±h e subsequent hourly wage for both 
white and black youtlj. Full-time job effects exceed part-time Job 
effects in hoth equat.ions, and all effects are highly significant 
statistically/ Job search theory suggests some types of unempioyment 
behavior may lead to a higher y*|e, and a positive but nonsignificant 
effect of uneitJployment on th^JBl-school wage was fouhd for bXadk 
youth* For white youth, hoK^|2F significant and negative impacts of 
unemployment on the' post- scho|^B|Me were founds 

Policy implications of tlHHtlysiSv. suggest that school-work pro- 
grams may ease t transit ion problems for some youth in terms of raising, 
post-school wage rates and loweting youth unemployment in the time, 
immediately after school. An important qualification is that-the 
present study did not evaluate government-created jobs for youtji which 
may differ from the in-school jobs held by yoilth in this study. 

*I am grateful for the research assist ^ce of David SmWl* The 'opinions 
are mine alone, however. 



JNTRODUCTION > 

This paper examines the determinants of successful school to work 
•transition among a nationally representative sample of black and white 
male youth. The analysis involves estimating the parameters in a stan- 
dard recursive model of schooling and wage rates and considers two issues 
which have not been fully explored in previous empirical analyses. 
First, the transition year may involve an intervening perio^Amem- 
ployment during which the school leaver searches,- for a job. ipls search 
behavior is included in the recursive model as an added equation. S6me 
consider such unemployment as an indicator of an unsuccessful transi- 
tion. This view is questioned By' soihe results obtained here. Secondly, 
the. nature of the search process, as well as the overall ease* of the 
transition process, may be altered by the youth's labor force status* 
during his last year in school. Indeed, Freeman and Coleman in a recent 
report, urged that federal' youth policy should consider programs which 
include work experiences while in school as a means of easing -school to 
work transition problems. ''^ While no spec iaf^ro grams are examined here, 
we can examine the impact of labor status in school on the subsequent 
job ?earch process and on the wage rate, on the. job held after last 
leaving school. . \ ■ ■ , 



CONCEPTUAL ISSUES . - ^ 

A • ■ ^ 

Defining the Process ^ 

How one specifies exactly when the school to work transition occurs 

* 2 
^^^^ crucial to' the interpretation of the labor market resultSx obtained. 

ft 



chard Freeman and James Coleman, discussion in ThejTeenag^ Unem - 
ployment Problem: What are the Options? , Cotigressifonal Budget Office 
Report. (Washington: Government Printing Off ice, ^1976) . 

2. Michael D. Ornstein, Entry into th6 American Labor 'Force (New York: 
Academic Press, 1976)* . * 
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Perhaps the first job held is the point at which the transition process 
should be measured. Yet such a job, -if it can .be recalled, may have 
little relation to a youth's futur^ career/ of adult 4abor market ex- 
perience, and, as such, may not indicate a successful transition, *A 
next step i% to consider the job taken after leaving school. Yet, a 
number of analysts have discussed the difficulties arising from ambi- 
guities in responses obtained in surveys which seek to identify the 
first fufP^ime job after an individual left school Several solu- 
tions have been suggested for determining the first such job: (a) "the 
> 4 
first job after you first attended. regular school", (b) "the first job 

at which thtf respondent worked for two or more consecutive weeks after 
discontinuing regular , school",^, and (c^ when the individual "leaves 
. full-tinvfe schooling and participates in the labor/force for a period 

of more than sixteen months w^ithout resuming to full-time education 

6 * -A 

during that time". The choice depends on the goals and purposes of 

the analyst. 

In this study, we are concerned with the determinants of successful 
transition from full-time student status to full-time labor participa- 
tion. As such, we need to allow for the interrhittent nature of the 
schooling decision by many youth by defining entry point into the labor 

3"] P, M, Blau and 0. D, Ptrncan, The American Occupational Structure^ 
(New York:. Wiley, 1967); 0. Duncan, D. L. Featherman, and 
. Duncan, Socioeconomic Background and Achievement (New York: Semi- 
nar Press, 1972) ; Omstein, op. cit . * 

4. 'Duncan, et alV , op. cit . 

5. 'a. Kohen and P/ Andrisani, Career Thresholds: A Longitudinal 
Study of the Educational' and Labor Market pxperience of Male 
Youth, vol. 4 (Coj.umbus, Ohio: The Ohio State Uniyer^ity, * 

Center for Human Resource Research, 1973), 

<» 

6* Omstein, op . ^i t . 
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force as the first job after the youth has last left full-time school. 
The data used covers six years of school and nonschool status, 1966- 
1971. Youth not in full-time school during. at least one year in this 
period, as well as youth only in full-time ^school the .entire time, were 
excluded. As indicated, for youth who^ entered and left school repeat- 
edly, tWb last scho(51 exit was selected- In the empirical section, 
*» ■ ' . * 

emphasis is. placed on examining responses a^ time t, th^ last year in 

7 V 

^choQl, with responses obtained at t+1, the next year. - 



Model Specification * * .^^UiL » 

The ^transition from schpol to work, is considered in tfif$ paper as 

an extension of human, capital theory. Usually, in such theoretical 

models, the indivi^iual chooses how far to, continue in school, so; as to 

/ 8 

maximize the discounted value of future earnings. In the empirical 
versions "pf such models, individual earnings, Y, are considered a 

function oV orjtimal schnr^Una years, S, an,d individual "ability'\ A. 
where school years are a function of ability and market interest rates, 

r. With rSjeasures of A and r,. s\ich as test scores, family socio-economic 

status, family income, and so forth, the model is recursive and exactly 

9. ■ • ■ 

identified. • 



^ ^ ^ \ ^ » - ^ , 

7. For some youth, a one -year school exit, even the last such exit, 
may not capture the job. held after last' exit, if school re-entry 
occurs, within the existing data, one could require two succes- 
sive years of Wonschopll status , but such' a procedure re^trict^ 
the- available sample. . % 

• . ■" I . • • ■ 

8. Gary Becker, . Human Capital and Personal Distribution of Income , 

1967 WoytinsKM Lectur^ C^nn Arbor, Michigan; University of 
Michigaa^ Institute of Public Admijiistration, 1967). 



9. ShferWin Rosen 



wich. Conn.: 



, ''Human. Capital : A Survey of Empirical Research'' 



in R. Ehrenberg, ed.. Research in Labor Economics , vol. I (Green- 



JAJ Press, 1977), pjp.3-39. 
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• . S [r.A] « ,(1) 

• - Y. = F- [S,AV . ' . . (2) 

This is the basic, model- used in. the 'present analysiSo 
However, certain modifications are necessary since this -does not allow 
rfor sufficient flexibility in an individual's combination of school/work 
alternatives. First, the above model implies that the youth ^under.goes 
a period of full-time. schooling followed by a. lifetime of full-time 
earnings. For many youth, such as those wl\o face imperfect capitc^l 
markets, or those who are married and maiatain households- away from 

their parents, e.g., such as a researlfh assistant, full-time schooling 
is continued while hording a job. In addition, ^e cause we have se- 
lected the transition definition of the first job aft^ last leaving 
school, it is. quite possible; that persons dn school will also be active- 
in the labor market. ' In contrast, the theoretical model does not allow 
for later wage impacts of jobs held while in school <. Granted, the 
training impact on wages of informal on-the- job-training has been es- 
tablished by Mincer, Becker, and others; but there is a problem with 



Mincer's measure of potMitial work experience as [Age - Education - 6] 
in th4t it assumes no jjc was held while in school. For example, con- 



ToT Jacob Mi^er, .''On-the-'Job Training Costs, Returns, and Some 

Implications," Journal of Political Economy , supplement 5, part 21, 
vol. ^ 70 (October 1962) . | . . 

" , "The Distribution of Labor Incomes: A Survey with 

Speci ah Reference to the HOman Capital Approacfi Journal of 
.Economic literature s vol. 8, 1970 • - . 

. • ' , Schooling^, Experience and Earnings (New York: 

tolmnbia. Uniyetsity 'Press, 1974 j . T 

ll'. Gary Becker, "Investnient in HtSinan Capital: A TheoreticaT Analysis , 
• Journal of Political Economy, October 1962. 



sid^r a twenty-year old youth with twelve years of education. If the 
youth 4id nqt hold a job while in schoo^, potential experience is two 
years, while it is three years if a job was held during the last year 
in school. Because we are interested in measuring successive years in 
school and out of school, the problem may be minimal; Yet if schooling 
and informal training are substitutes in terms of their effect on future 

earnings, we overestimate the -returns to schooling by excluding the 

* 12 
general training content of jobs held while in school. ^ 

Ideally, one would like to include an indicator of each year in 
which schooling and work were combined. As an approximation, we con- 
sider the work> status in the last year of schooling, and distinguish 
full-time, part-time (less than thirty hours worked per week), unem-^ 
ployed, and not in the labor force. Thus, equations (1) and (2) have ^ 
been rewritten as 

. S = G [r,A] ' . (3) 

\+l ^ [S,A,LFS^] (4) 

where LFS is individual labor force status ats time t when in school, 
t . " ■ / 

A second modification to t^ie human capital model considers youth 

». ' * * 
job search behavior. Following Stigler's seminal theoretical article 

1 1 

on search theory, several theoretical efforts have be^n made to 
examine differential wage levels for homogeneous labor at a given place 
and time in terms of the differential le.n^gth o/ effort by individuals 



12. This statement presumes that the job held in school is primarily 
part-time and that job changing occurs after schooling is com- 
pleted. According to Lazear, "92% of students who work change 
.jobs upon gjraduation." see Edward Lazear, "SchooJing as a Wage 
Depressant," Journal of Human Resources^ vol. 12, (Spring 197£J , 
pp. 164-76. 



13. George Stigler, "Information in the Labor Market," Journal of 
folitic&l Economy, vol. 70 (October 1962). 



• 14 ' * . 

in se.a:fcKing for a job. Search costs, time preferences in consumption, 

wealth, and propensity for leisure have also been empirically related to 
youth job search behavior*^^ According to the theory^ the basic dilemma 
f?icii^g the youth is which 'of many possible offers to accept. If a- low 
offer i^s accepted, search length is reduced, but subsequent earnings 
are a|so reduced. Alternatively, too high a reservation wage .leads to 
a prolonged search period and possibly higher post -unemployment earnings. 
If the search'' for labor market information is viewed as an investment> 
ptinjarilJy in time, certain investment optimization rules can be applied, 
mu(^^ like those applied to school leaving decisions. That is, some 
ypjiith unemployment may be beneficial in that it enables the youth to 
secure. hj-S highest wage consistent with his search cost«. Yet, some. 

yoii^fj unomployment may not be of this type. A previous study of mine 

L ' ' 16 ■ 

\\ of unemployed youth actQ^ted their, first job offer.. To 

offer may be a main j oiv'"^^?jfrch goal for many ^outh. 

Incorporate this second modi:fication by including a third and 

intervening equation for unemployment. Schooling and work experience 

in school alter the unemployment behavior and all three factors affect 

obtained after leaving school. We now rewrite the model as 

S = g [t|A,X^,£j] > (5)^ 

\UE = H [r,S,LFS^,X^,£2] 



foun^ 90 
f indv any 
We 



the wage 



' F [S,LFS^,UE,X^^j,e3] 



(7):-. 



14. Steven'. Lippman and John J. McCall, "The Economics of Job Search: 
A Survey," Economic Inquiry , vol. 14, nos. 2 and 3 (June 1976 and 
Septembeiv 1976) . . ■ ; • , * 

15.. Stanley P. NSt.ephensOn, Jr., "The Economics of Youth Job Search Be- 
havior," Thft Review of Economics and Statistics , vol. 58 ^(February 

1976), pp. rp4-ii. ■■ ■ ' 



16. Stephenson, qp. cit . 



The X and X4.^i are vectors of relevant demographic and economic yari- 
ables and the are randomly distributed error terms with zero means 
that account for left out variables. Unemployment now alters jeamings ' 
after school, yet the sign' is ambiguous* If unemployment is a productive 
job search i^yestmetit, then 9Y^^j/3UE>0; if, however, UE is above spme 
subjectively determined critical point, such that reservation wage decay 
has substantially reduced the average acceptance wage, then 3Y ./3UE<0* 

Two prob'^lems arise in , estimating this model « Unemployment and 
reservation wage adjustments are dynamic concepts that we only approx- 
imate with annual survey data on weeks unemployed in the .past year and 
the wage of the job held when interviewed,. Many:persons have no unem-^ 
ployment, which means a clustering of zero values and inefficient OLS 
estimation of equation (6) parameters. We, therefore, consider two 
measures of UE: (a) whether or not one becomes , unemployed -arid (b) the 
duration of unemployment, A second issue is that search theory implies 
that e and e are jointly distributed with a negative covariance due 

* 2 3 a 

to'th^ hypothesized decline in reservation wages over unemployment dura- 
tion. This means that not only will 9y^^j/9UE be biased, but every 
other term in equation (7) that is correlated with UE will be biased. 

To correct . for -this problem, we use not the actual UE measure, but an 
expected UE measure that. considers separately (a) whether or not the 
youth becomes unemployed and (b) the duration of cpnditional unemploy- 
ment. This procedure is derived with a twin linear probability model. 

DATA * ' ^ ' - 

The stWy'is based on the National^ Longitudinal Survey panel 
data' of 500CI Voung men interviewed each year from 1966 to 1971. To 
be included, the youth had to complete tw6 successive interviews in 
which he Was a full-time student in year t and not enrolled in year 
t'+r. \In case of multiple periods in and out of school, the last such 



17. Arthur S/Coldberjjfier, Econometric Theory (Nfew York: John Willy ^ 
Sons, 1964), p. 2f52. 



pAir of years was selected. White and Jblack youth were studied sepa- 
rately.' .Certain key* variables were us^d to additionally screen the 
sample. That- is, youth not having a recorded measure of scholastic 
aptitude, local unemployment, rate, years of. school completed, or family 
socio-economic status were excluded. Further exclusions were for " 
yoith with less "than eight years of schooling. Sample means and 
standard deviations of variables used in the analysis are' provided in 



Table 1* ^\ * 



The empirical specification of the theoretical model is a r^cur- 
.sive system of three equations which allow us to examine . direct and in 
direct influences on postschooling wage rates. The equations lare 

Schooling = a^+a^ Scholastic Aptitude + a2 Non^South + 

a Time + a. Family. SES + a Health Limits^ + 
■ I -3 ^ 

'Family Income + a^ Age 

Unemployment = + b^ Schooling + Non-South + 

bj Time +^h^ UE Rate + b^ Marital Status +^ 



(8) 



Net Family Income + b^ Military Exp. + 
bg- UI Payment + bg LSFT^ + b^^ LSPT^ + 



^11 LSUE^ 



(9) 



• Hourly .Wage^^l = + Cj Schooling + Scholastic 

Aptitude + c^ Non-South + c^ Time + 

■ . » -» 
UE Rate + c^ Health Limits + 

c 7 Military Exp. + Cg LSFT^ + Cg LSPT^ + 
CjQ LSUE^ + Cjj Unemployment (10) 
where Scholastic Aptitude is. a standardized mental . ability measure based 
on pooling scores from a variety of achievement, aptitude, and intelli- 
gence tests; N,on- South is. a zero-one dummy variable equal to I'if the 
respondent lives in a non-south census division; Time is a linear trend" 
measure where 1967=^1, 1968=2, etc.; FamiJL^ SES is an index of the socio- 
economic level of. the respondent's parental family based on (1) father's 
education, (2) father's occupation when respondent was fourteen^ (3) ^ 
mother's education,. (4) education of oldest sibling, and (^) Availability 
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tAblb 1 . ' 

means amd standard deviations oh 
■ variables used in the analysis by racl 




Variable 

Schooling Yeats 

Scholastic Aptitude 

Non- South Resident 

•Real Family Income/1000 

Rejil Family I?tt;ome Le?s 

Respondent 's' income/ 1000 ^ 

If Health Limits, time t 

If Health Limits Work,* time t + l 

Fajnily Socioeconomic Status 

If Not Marri^ed, time t + 1 

Age When. Last in School 

Real Wage Rate per Hour 

,If Employed Full-Time, time t 

If Employed Part-Time, time t 

If Unempioyed, time t 

If Evpr in Military 

Local Unemployment Rate 

Time, (1«1967; 2^1968, etc.) 

Public Unemployment Insurance 
Benefits per Week Unemployed 

Predicted Conditional Unempliyment 

^Duration of Multipliied by Predicted 
Uf^employment Incidence 

Pte^icted U;pemploymcnt Incidence 

Other Variables of Interest 

Real Weekly Earnings, time t+1 
If had Positive Earnings, time t+1 
Average Mrs Worked per Wk, time t^l 
Unemployment Durilion, ug^o 





White \ 


/ Black 


Mean 


Standar^ 
Deviation 


Mean 


Standard 
Deviation 


13.62 


(2.16) 


12.52 


(1.64) 


10S.34 


(13. S7) 


87.39 


(14.82) 


.73 


( .44) 


.36 


( .48) 


10.36 


(6.98) 


6.69 


(4.67) 


7.27 


(6.86) 


4.71 


(4:ii) 


.06 


( .23). 


.03 


. ( .16)" 


.09 


(■ .28) 


.05 


( .21) 


109.56 


(18,18) 


93.11 


(18.35) 


.79 ■ 


. ( .40) 


.90 


( 291 


19.51 


(3.00) ' 


18.24 


' (2.38) 


2.13 


fl.561 


1.70 


(1.53) 


.29 


( .45) / 


.20 


( .39) 


.33 


(. .46) 


.26 


(.44) 


.07 

.* .07 


^.25) 

( :25j 


» " ' 1 A 

.03. 


( .35) 
( .16) 


4.15 


■ (2.44) 


4.37 


(1.90) 


3.32 


(lv78)- 


■ 2,76 

^ 


(1.61) 


• 90 


(7.46) 


.34 


(2,50) 

X 


1.37 


(1.56) " 


3;i4 


i ■ 

(3.J)4), 


. ,29 


( .45) 


.40 


( .49) 


93.68 
.90 
38.08 
8.73 


• 

(69.61) 
( .31) 

(16.56) 
(9.38) 


69.70 
.90 
36.55 
. 8.83 


(62i32)" 

( ;30) 

(14.94). 
(9.98) 


VI 




*. i 
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of. reading material in the home when respondent was fourteen; Health 
timits is a. zero-one dummy variable equal to | if the respondent indicated 
the existence of work-limiting health problems; Family Income is the 
paYental income if the individual is single or lives with his parents , 
and^is the respondent 's . family income for married youth not living 'at 
home (parental income, initially given in discrete i.ntervals, was made 
into a^continuous variable by first selecting mid*-ranges, then converting 
the appropriate measure into constant 1^67 dollars via. a GPI price de- 
flator); Ag£ is the respondent's age wh'fen last in school; UE. Rate is' 
the local unemployment rate in the local labor market in which ^the 
respondent lived at t+1; Marital Status is a zero-one dummy variable 
equal to 1 if the respondent was not married; Net Falnily Income is . 
family income lesS the respondent's aAnual wage or salary; Military Exp. 
is a i.ero-one dummy variabl^ equal to\one if the respondent ever , served 
in the militar) as of time t; UI Payment is the annual income from public 
unemployment insurance divided by the number of weWcs unemployed, or 
zero for persons never unempJ^gW; LSF^^ , LSPT^ , and LSUE^ are zero-one 
dummy variables which refer tdfthe labor force status of the full-time 
student afid indicate full-time employment, part-time employment (less 
than thirty work hours per week), and unemployment, respectively. The 
dependent variables are Schooling , which is- measured as the highest 
year of school completed at t+1; Unemployment , which is a zero-one 
dummy variable equal to one if the respondent was ever unemployed in , 
th6 year preceding the interview at t+1, or a continuous variable made 
up the number -of weeks unemployed in the past year; Hourly Wage at 
t + 1, which is i^^*e4on the iji'oceSsed response to "How much do you 
usually earn on this job before deductions?'' and is converted into 1967 

■ values. ' ' . , \ 

' >4pec.ial attention in this study^s placed on schoolingv, unemploy- 

i \ - . . • / 

mentV and previous labor status effects on W, hourly wage. We hypo- 
thesize that ;Schod ling and previous work experience wiU raise W. As 
ment,ibnedvearlier, the unemployment variable^ effect on W is less clear, 
^ome '-it tint ion is also civ en" to the individu^il equations. In the 
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schooling equation, we expect a^, a^., and a^ to be positive as ability, 
taste for school^ wealth, and age enter schooling decisions. The other 
variables control tor time. and place differences. In the unemployment 
equation, we expect b^," bg, and b^^ to be positive. The method of com- 
putin'g UI Payment., however, may add some spurious correlation to the 
bo estimate and, henc.e, b^ should be consider^ed more of an "Ul eligibility." 

. efffect rather t hah an exacy measure .of UI impacts on unemployment incidence 
or duration. Schooling influences on unemployment are unclear. Yet, pre- 
,vious work experience effects, and b^^, are* hypothesi^zed to reduce 
both unemployment measures. Irt the wage rate equation, the direct effects 
of ' schooling, previous work experience, and scholastic aptitude. are ejc- 

\)ected to be positive. Job search impacts are less clear. In one sense, 
successful job search investments might suggest c^^ 0; yet, reservation 
wage decays might lead to Cjj<0. Of course,, we shall also examine the ; 
indirect effects cJf selected variables as well. For example, the total 
impact on W of being unemployed during one's last year in school is 
3W/9LSUE whi'ch is the sum of the. direct effect, c^^, and indirect effects, 
Cjj- {(aP(UE)f3LSUE)<E[UE Durcttion]/ P(UE) = 1) + (9UE Duration/aLSUE)-a[P(UE)] } 

RESULTS ' , 

V 

In Table 2 are presented the full regression results and standard 
errors* Consider first the schooling equation results. Por white 
youth, as expected, scholastic aptitude, family SES, and age are statis- 
tically significant and positively related to years in school. The 
negative and significant effect of family income wa^ not expected.' 
Several possible explai>at ions are ^(a) nonlinear incQJlte -effects (p) meas- 
urement problems criJated by censoring out high incoill^ responses (c) the 
impacts on measured low income of married college students living apart 
from parent?:,' These alternatives all require further investigation. 
Black youth also had more years of schooling if they* had a high schor * 
lastk: aptitude,^ fajnily SES, and were older. Family income effects is 
airso negative, for black youth, but are not significant. Also, Non- 
/ South black youth averaged nearly .4 of a year less In .;diool years com- 
pleted than southein blacks. ,^ , ' * 



TABLli 2 

REGRESSION COKFFICinNTS AND STANDARD HRROIj 



Independent Variable . 
Family SliS j. 

Scholastic Aptitude 

t . .> 

Ceixsus Division 

(laNon- South; .0«South) 
Family Income/.IOOO^ 

Heiilth Limits- on* Work, 

at t or t+1 {'l = Y^s; ()=No) 

Age When Left School 
in Years 



Time in Years^ 
SchDoTing. 
Marital Status 



School ing 
.(f2*** 
.04*** 

C -ei) 

- -.09 

( .09) 

- -,02** 

( -01) 

- .14 

■( ,18) 

. .47*** 

( .02) 

- .02 

( ,02) 



Family Income, Less 

Respondent's Income/ 1000^ 

V Employed Full -Time, ^ 
, t'irae t (l=Yes; 0=No) 

:lf Employed ^Part-Time., i 
time t (l=Yes; 0-No) 

If . Unemployed, 
.* time t (l=Yes; 0=No) 

\i Ever in Military » 
(l==Yes; O^^No) 

Local Unemployment Rate, 
time t+1/10 

Unemployment InSui^ance Payments . 
Divided by all Weeks Unemployed 

Expected UE^ Duration . 



(IN PARENTIIIiSrS)/ 

J5s_J 



!_ 



White Youth. 



Constant 

Mean Dependent Variable 
SaHljf^^Size 



02 
'.64. 
13.63 
955 



If UE^ 



Weeks LIE 



;Wagc Rate 
per no\ir <^ 



.04 
( .37) 



.04 
*i (.03) 


.45 

. (1..%) , 
•i 


22.15** 
(10.62) 






' -25,65* 
(15.60) 


.03** * 
(.01) ' . 
- .01 
1^.01) 
'.15*** 
• (.04) 
.00 
^(.00) 

'-.13*** 

(.04) 


#- .77** * 
( .35) 

.19 / 
( .31) / . 

,2:53 / f , 

(2.10.) 

- .03 ' • 

( .08) 

. -3.88** 
(1.57)*- 


7.23** 

( 3.25) 

-20,06*** 

(.2,43) 

'66.04*** 
(13.77) 


*'-'.10** 
. (.04) 


-2.91** 
(1/36) 


20.89* 
(12.69) 


.10* 
(.06) 


4.10** 
(1.97) ^ 


40.64* 
(21.59) 


> . 
-,06 

(.06) 


4.34 
(2.88) 


.90,40** 
(18.80) 


.01** 
. . (.00) 


- .01 

{ .02). 


.31 
( .20) 


.01** 
..(.00) _ . 


• .04 * t 

( .04) 




^ .13 


1.99 . 

.10 . ; 


-15.43*** 
( 4.64} 
•-103.32 

.21 


.29 




213.00 



'-955 



275 



955 



.a 



In 1967 \{a.lue terns for cents per hour, e.g. the mean of 213. is $2:13 per hour. 



significant at and 10% levjel> respectively, with a two-tailed t-test 
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TABLE 2 (continued) (. 
REGRESSION COEFfHIMiNTS AND STANDARD ERRORS (IN PARENTHESES) 



Black Youth 



InUcpon^lcnt Variable 



Family SES ^ 

Scholastic Aptitude 

, . Census Division 
'/ (.l=Non-South; 0=<6outh) . 

Family Income/ 1000^ 

Heajth Lifliits on Work., ' 

at t or t+l (l=Yes; 0=No) 

Age When Left School 
in Years 

Time in Years 

Schooling 

Marital Status 

Family Income Less 

Respondent's Income/1 000^ 

If Employed Full-Time, ; 
tim6 t (l=Yes; 0=No) 

If Employed Part-Time, 
time t (l=Yes; O^No) 

If Unemployed 

time t (l=Yes; /0=No) 
* 

If Ever in Mi I i'ta/ry 
(l^Yes; 0=Nof 

Local Unemployment Rate • 
time t+1/10 

Unemployment insurance Payments 

pTo 



Schooling 

,03*** 
( .01) 

.02** 
'( .00) 

- .39** 
( J7) 

- .m 

( .02) 

- .210 

( .49) 

.39*** 
( .04) 

.05 
( .05) 



If UE 



Divided by all Weeks Unemployed 

r 

Expected UE Duration , 

\ : 

R* 



1.4541 

.59 



Mea\ Dependent Variable 
Samp 1\ J Sl^ze 

r— 



; 12.52 



188 



In 196? 



* * * W * * 



Jjrjps for' cents per hour. 



Weeks UE 



Wage Rate 
per Hour^ 



- .26 
(..73) 
28.55 
(22.60) 







• 4 


■ \ ' ■ 

-31.62 
(47.74) 




r 


-.01 
(.02) 
-.01 
(.02) 

.02 
(.13) . 

.01 
(.01) 


.92 
( .76) 
- .22 
(■ .82) 
3.T)4 
' (5.00) 
. - .14 
( .30) 




» 

5.50 
( 6.93) ^ 
38.04*** 
( 6.9>) 


m 




-.24** 
. (.10) 


t2.61 
•4.14) 




93. 2S** 
(33.80) 






-.11 
(.09) 


. .45 
(3.20) 




44.98* 
(26.18) , 






.18* 

4.11) , 


7.84**^ 
(3.10) 


-10.01 
(58.25) 






.41* • 

(.22) 


1.11 
(5.60) 


•'164.19** 

(80.35) 






.01 
(.01) 

.02 
(.01) 


- .*05 . 
( .06) 

.17 
' ( .3})- 




1.00 
C 5.56) 








^.75 




7'. 38 - . 

( 7.96) 
3^8.44 






.12 
.40 


.15 
8.83 




".23 
170.81 






188 * i 


' 7,6 




188 " 







significant ff'^* level, respectively, with a two-tailed t-test> 
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The '.second equation^ examines factors affecting youth unempioy- 
ment incidence and conditional unemployment duration. Estimating ^ « 
the unemployment equations' by OLS is clearly not as appropriate as . 
some other estimation techniques, such as Tobit or logit, which 
accounts for the highly skewed unemployment duration distribution., 
that is, because 60% of the black youth and 70% of <the white youth- 
had no unemployment at,-all,the response surface is nonlinear, which 
means that the marginal impact of any variable is dependent on where 
on the <j(istribution of unemployment it is evaluated. Cost constraints 
limited the use of the nonlinear estimation techniques. As an alter- 
native,' we use the same specif ica,tion to e'xamine separately the in/ 
cidence. and duration of unemployment, This procedure permits some 
discrimin^ition betweehv the marginal impacts pi exogenous terms at 
different points on the distribution of unemploym^?ft d\iration. 

Youth unemployment changes are probably due, in part, to aggregate 
demand swings, population changes/ and other supply- related changes, and 
changes in a third set of factors which are unique to youth and the 
labor markets they face. For white youth, we find the incidence and 
duration of unemp J.oyment are positively related to. local u/lemph)yment 

> * twit 

rates after controlling for family income and time trend effects. The 
size of the effect is small, yet the positive sign suggests, perhaps, 
an "additional" worker effiect that is puzzling, 

For both rAce groups, unemployment . insutanfce is seen to increase 
unemployment i^^Bt ion and incidence. But otxjf the latter effect is 
significant.!^* Furthermore, since yreeks tSi^mployea ^ntered the cal- 
culation of this variable, the estimafe-.ls negatively iHased. Being 
interested in the transition from school to worlt of all young men. 



18. Ehrenberg and Oaxac^ find that a UI benefit/earnings replacement 
ratio increase of ,4 to T^^. increases male you1;^h unemploymertit. 
duration by .2 week$: see Ronald Ehrenberg^ and ^Ronald Oaxaca, 
''Unemployment Insurance, Duration of l^employment and^^^jtib sequent ' 
Wage Gaip," American Economic Revie w, vol; 6\^(December 1976), 




V9n-(j^annot restrict the \sample, to persons herlding a job prior to un- 
employment and calculate' the ratio of UI benefits^.to net after ta^c * 
employment earnings. We can, however consider the cost bf a week 
of unemployment as potential earnings less weekly unemployment in- 
surance benefits. The latter reduces* the cost of unemploymenTand, 
thus, is expected to increase unemployment. Potential eayiing effects 
. aire approximated by schopUng, census division, and previous experi- 
ence gained in job holding and 'military ex^riencb.. Of these vari- 
ables, previous job holding stands, out in magnitude and statistical 
significance, especially for white youth. To have held a job while in 
school raises the individual's potential earnings, which increases 
•search costs, and, thus, ,reduces both the incidence and duration of 
unemployment. Furthermore, if full-time jobs pay more than part-time 
jobs, then we would expect- that vHi^i^ployment reductions woul^ be 
;■ greater for the former group, which is exactly what is ^ound for whites ~ 
I . .aid blacks alike, ^. Per example, for white youth who held a^full-time 
J "'job their last year in schaol , there is a 13%; reduction in the proba- 
bility of being unemp^pyed relative to jftuden^s who neither worked. 
i\9r looked fgr^work. The corresponding figure is 10% for holders of 
^part-time jobs* ^ * 

^ Fingilly, the persistefice of unemployment . is shown in^the result v 

' that students wiio'^were unemployed- when interviewed at time t 
. experienced sharp increases in the duration*^ and incidence of un- 
employment in the next twelve ^months. 1^- The main point is that if 
)^outh unemployment reduction is a ])olicy goalf, thVi.job holding 
r> while -^in school, reduce the unemployment ttininediateiy after school 



Some ^f|^.sts may point ouf that- youth unemployment in itself 



ntey or, may no^\fej S^ stef ul ♦ For example, -^if^ the ybuth ^ia invest- 
irt*^ ij- unemployed raises his subsequent net earnings, 

1^7 We cKeclTe^'-'^^^^^ that s(j[me persons simply stayed 

unqflnployed for the e.ntire year and, thus, account for the 
positive result . Yet only 1% to 2% of eacH^race groSip Imd . 
total annual UE durations of forjty weeks,, the maximum length. 



SI 



then such youth ungmployment may be^priyatgly, and even socially, 
beneficial. Me examine t'^his* possibility in the ;wag;e. equation.' . 

Full ref;ression moderre^ults by race for' the hourly wage equa-' 
t ion are presented in Table 2/- Results aye' in- tdrms of cents. . For 
example, for black yoi\th/an added ygar af schooling pa\i|es^ a direct 
positive marginal contribution of thirty-eight icents to th^ average; 
wage per hour, pur main interest is with une^ploymentWhaoUng,. 
and school labor market activity effects, and each'ls dlsipus^sed in ^ 
turn. • . . . ' 

^ Sharp racial differences are found in unemployment impacts 
on the post-school hourly wage. For whi^te youth expected unemploy- ' 
ment dui^ion is. associated vrith Significant and negative impact 
on W, whereas for black ^yo.uth, a positive but 'nonsignificant impact 
was fouijd; An ad'ded week of unoniployment duration teduces the 
aVtapa^e white wage b;jfvx^,^y^pjh^^ pe^ added week of unemployment. 
WRy.the racial dif fet*^ence? Can we say unemployed search is pro- 
ductive for black^ youth? We do not know very much from the NLS 
^dat^ about the details of se^ch behavior of the youth during un- 
employment. For example, ^irect marginal search cost differentials 
by. race could account forjdpar't of the observed diffefenc^. A 

j)revjQus ^tudy of mirte estimated weekly -search costs for Octob9r 

. . ' * 20 

1971 of white ybuth at. 48.66 vs. $3.90 per waek for black^youth. 

If similar direct cost disparities are true ^-©iu.tlig^ NJLS sample^used 

in the present study and if seaMk costs increase as time unemployed 

cpntinu^s^ then^Wfiite youth wage^^mands may fall more.sharpiy Jthan 



• 20. ^tephenson, op. cit. 
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, TABLE 3 








MARGINAL CONTRIBUTION OF SELECTED Variables ON ^ 

HOURLY WAGE FIRST JOB AFTER LAST LEAVING SCHOOL 

IX. . .Ji__ ^ . ----- — . — ■ 


# 


White 


^ (1) 

„ Indirect Effect^ 


(2) 

Direct Effect 


(3) = (2) + (l) 
Tota,l Effect 


Schooling 


(-.a6)»[(-.01)»(8.73) + (.19)»(.29)]= -.01 


.20 


. .19 


LSFT^ 


(-.16)»[(-.13)»(8.73)+(-3.88)»<.29)]=.36 


^.66 


1.02 


LSPT^ 


\(-. 16) •[(-JO)* (8. 73) + (-2: 19) •(.29)] = . 27 


.21 

t 


.48. 


LSUE^ 


(-•.16)*[(. 10)^(8. ?3) + (4.10)^(. 29)]= -.32 


.41 


.08 




■ ■ * . 

* • 




r 


"Ik K 

'Blac1<i,\, ^ 


. "' ■ ■ ■ ■ ■ ■ 






VSchoQjaing^**^ 


feMi"- ^^<)7)»[(-.01)«(8.83) + (-.22)»(.40)]- -.01 


.38 


.37 


Vv • 'l 
lSft. . f 


PV ( .^7)"- [ (- . 24) • (8 . 83) + (i. 61V ( . 4.0) ]= .S^ , 


.93 


.71 


LSPT,. 


, (.07)'[(-.ll)-(8'.83) + (.45)-(.40)]= -.06 


.45 


, .39 ' 


LSUE^ * 


1 (.07)»[(.18)»(8.83)+(7.84)»(.40)]=.33 


-.10 


.23 
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Indirect Effects 6f X. are cpmputed, as -'^•/ . 

3W/9E(UE)»[(3P[UE]/3X^)^(E[UE Dural3|;on]/P[uEl-3|:>y+(3UE Duration/9X. ) •E(P[UE])] 
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b'lack' youth wage demands and the raciaL difference in unemployme;it 

■ ■ I ^ : ■• x 

^effects on W will be found." A similar result cQuld.be found if\whites 

continually readjust downward their, wage demands as new information is 
obtained regarding the nature of the wage offer distribution they face; 
yet, there \s no convincing reason why white youth shoul^d be expected 
to^be initially further malaligned wit|i the reality of the market than 
Wjjiok youth. Clearly, further analysis of this result is needed. 

The impact on thd postschool wage of years of schooling find^jji^ 
school labor market activity involve direct and indirect estimates. 
In Table 3 are shown such, m&r^nal effects by race. For black youth, 
as mentioned, ari added y.^r ofischooling adds thirty-gight cents 
to the postschool hourly wage; /however, the .indirect effect is sucli 
that the total . marginal impact Vf an added year of schooling is 
thirty-seven cents. Racial comparisons suggest that the marginal 
value of an added y6ar of schoitliill^' for white youth is about one-half,^ 
that for blacks. Part of this difference is probably due to diminish^ 
ing marginal returns to continued educational investments and the fact 
^that the years of schooling in'^the sample Was 13»5 for whites vs. i2'*5 
for blacks'. , • , . 

Having lield^ft job" during' one's last year in school -both reduces 
uneinp],oyment and raises* -the postschooj^j^age level. These effects are 
relatively large and statistically significant . Fpr white youth,- 
since unemployment is wage' depressing, ' the diree|; positive wage impact 
of having held a full-tiijie' or pa^t-time job ^is increased .by , the in- 
direct effect of previous job holding on expected unemployment. For 

M ' • ■ f ■ 

exaniple,a-W/a LSFT. - .66 from table 2 in the UE duration .equation if 
w© expresS'the' result in dollars and cents. In addition, part of the 
LoFT^ effect on W/operates through the reduction, in expected un-' 
employment duration.. .The total effect on W is thus (.66 +.36)* or 
one dollar^and two cents. IVliite young men who held a full-time 
^ . job during thl?;ir last year in school make more than one dollar an 
^hour more than white young men who previously neither . looked fo:p work. 
. nor held^ a paH-time job» Further such derivations are presented in , 
\abl^, ■ ^ • . . " • \ A > > 
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Part-time job. holding has about one-half the full-time job impact 

on W and merely having looked' for work during ojie^s last year in school 

may have some payoff relative to NLF students. Racial patterns. are 

similar in terms of the relative marginal influence of previou$^ 

full-time and, part-t:}.ine job holding. However., in school job holding . . ' * 

increases the wage' of white youth more than for black youth; Another '^•^ 

. ■• " 

racial difference arise|;^i^^cause black unemployment is wage-augment- 

ing, whereas, for white youth unemployment is wage depressing. 

* . * 

The net wage gain to white youth Who were unemployed in school is 
eight cents per t\our over NLF youth versus the twenty-three cent 
differential fpr black youth. . . 

SUMT-IARY . • ' . 

We began the analysis by considering the issue of how to d(^£i;^ie:,;.:'^ ^ 
the transition from school to. work. Jn a^'range of def inition|;'Wie/-^^^ • • 
chose the first job after last leaving school. By selecting tlji'i; 
point, we increased the average observed age and also inci-easo^'Uhj^ 
possibility that the line between school and work would h^z^ym^'p^^^ 
' creasinglv blurred. This point was selected, however, not to ob- 
fuscate'the transition issue^ biit to choose that point that best ^ 
marks a permanent leaving of rful'l-time student 'status.- Such a 
point may best serve tha need to examine jobs leading to lifetime ^ 
x:areers . ' ^ ■ v ; • • 

The analysis was considerably aided by the availability of the - * 

•rich NLS panel data on young men* However, sample attrition, non- * . 
response to key questions, and the transition process" selected all 

4 

served to limit the final sample studied. Since the data .covered/ " 
^^he period from 196dSj|o igjJ^tr^J^ilitai^ experience and time txeiid ^. "J 
pf^^^^Vvariables Were 'added ^tsN^^)ntrol variables. - • • ; i . \ * 

The major results of jhe analysis- were obt^ned* ln^,an\^xpand^d • 
human capital model. ;;^e expansion v*>as (a) tdi in|:l«de unempl^oyment . 
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incidence or duration as an intervening equation between the standard 
schooling and wage rate equations and (b), to consider ,the impact on 
unemployment and wage rates^of holding ^ job or looking for a job whil 
in school. -Job holding in school reduces later unemployment for white 
and black yo.uth. Furthermore, previous job holding, especially . full- 
time job holding while a student sharply increases hourly wage rates 
on postschoo^^N^bs. 0 ' 

In terms of job search implications during the transition • 
processy/racial differences were found. . In the sample, 40% of the ^ 
bl^ffClT youth had some unemployment. For such youth, post-unemploy- 
ment wage jrates were highfer than for other black youth, l/liite 
youth, however, wjio experienced unemployment , had lower subsequent 
wages. While further research is needed regarding this important " 
issue, the preliminary policy implication is that unemployment may 
npt^ be either socially or privately wasteful to some black youth, 
and that a policy of * iti school work experience (night aid the tran- 
sittofi process for both groups. 
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THE ESTABLISHMENT OF STABLE PfiD SUCCESSFUL. EMPLOYMENT CAREERS: 
'the role of work ATTITUDES AND LABOI^ MARKET KNOWLEDGE 

By: Paul J. Andrisani 



• , • • ABSTRACT^ . 

This paper assesses the eittent to which stable and successful 
employment careers are a function of the work attitudes and labor 
inarket knowledge of youths. The paper examines the work attitudes* 
and labor market knowledge of youths, considers how they differ from 
their older and presumably more mature counterparts, and hpw they 
affect and are 'affected by successes and failures upon initial entry 
into the wo.rk force. The research summarized draws primarily from 
published works based on 'the National Longitudinal (Parnes) Surveys. 

The data summarized clearly show the importance of positive 
work attitudes and adequate labor market knowled^ for the estab- 
lishment of stable and successful employment careers. Confidence 
in these findings is strengthened by the fact that the observed * 
relationships were independent of individual .differences among the 
youths studied irt a wide range of skills, abilities^ and demographic 
characteristics, ^and were supported by longitudinal data as well. 
The data also document persuasively the inadequacy of all types of 
labor market knowaedge as youths cross^ the critical threshold from 
school to work--with blacks, females, and poor white youths possess- 
ing the least adequate knowledge. Yet, the da'ta provide little em- 
pirical justification to consider youths' attitudes toward work as. 
inadeouate, immatujre (other than for lack of adequate labor market 
information) ,. anti-w6rk, or the cause , of the unique labor market 
problems o'f youth. On the 'basis of the statistics , for the liate 
IQeO-s, youths' attitudes toward work were hardly, dissimilar (from 
those of older workers; , they reflected considerable ambitioii in 
the setting of career goal/s, and they w'ere shown to b^ influenced 
in an anti-work direction by unsatisfac^iory labof market experi- 
ences early in. w(^k careers; s ' .r^ 

\INTR6bOeTION. • 

Referring to 6ut-o'^'i school andMinemployed tfeenagers, Charles ^ 

*Silbermah once wrote: f ' * ' * ' 

Many df them appear^ to be unehipldyable: they are-^-or seem 
to be--uninterested in working, unwilling or unable to ad- 
just to* the routine and discip^line of a j$h, and generally 
apathetic; sullen or hostile. . .teenagers also lack the 
^ ' \ psychological pressures that make the great majority of 
adult men prefer work tal idleness, r^iholding down a job 



is not necessarily a source of status, nor;is unemployment 

* a source of shame. On the contrary, in least some city:* 
slums, teenage society displays a certain disdain for legi- 
timate WQiiila-''' > ' " 

' Quite similarly, on the basis of The Coleman Report/s. finding 

' , • , ■ ' — ~^ ' - . 

t^iat^ a youth^s attitude '' waife more highly related to> achievement than 

aii ^ other factor in the student *s ferackground o^' school ,'*^ Jamgs S. 

Cgl^mii was prompted to write: 

• ••internal changes in the Negro, changes in his cpncQp^iion 
«^o^ himself in rjeiation to his environment, may-haye more 
/ effect on 'Negro achievement .than any othei: singly f actors 
; Ttje determination to overcome relevant o(b^^t;a'Cles, .and the 

• • , ''belief that he will overcome them. . .may be ^i*€ most criti- 

cal ^em^t^Jji achieving equality of \qppottu1!?ty, 5 

Still futtJxer, EdWard Kalacjiek^s analysis of thei. youth labor 

market has also rioted the potential imiJbrtance of certain work attitude 

for success in the wo^ld. of work:' . " * J\ 

Rep9rts of operating manpower :agencie.5 stress the importslnce 
of attitudinal factors .. .ClienVjs^ dravin'^ froift these groups 
are frequently (characterized ^j^a•lienated, discouraged, im- 
mature, laeking^J^lf-^^^^^ conversant with accepted 
middle -cI^jmLo^ Cbi^i-eling, efforts at building 
^>t|^prtiL^^ stj^portive services^, are* cited 
^^"^^^^in improjkdng employability.4^§v\ 

jjipc^taii^^ researched factor in 
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r^^^^JT^^ag&i^A ^ Fortune , April 1965, as 
L>„^<.. \^b|i'^ feKet (Washington: Nation- 
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2. 



' Silbei'n&iti^'; 

al Mafi]3jiP|^«|^rti'a^ Human Resources 

and InSm^m^Kt^Jmim^^ P.. 

■■ ' ' ■ ■ ■ % ■ ■■ ■ 
J.S. Col Schools or Equa^ Studeftts?'^ in D.M. Gordon,- 

ed.^, Problemjifete Ecoitt)ihy;t ^ 'Urbaif Perspective (Lexing- 

ton: D.C/',Hea'Qlifo)dtfe5i 1971),i^p emphasis in original. 



3. . Ibid. 



4. Kalachek, op>. cit . 
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labor'-^market .knowledge available to youths.^ Inadequate labor market ^ 

les 



. i^s conceptuallir lirtk^d ll^^work attitudes, since it iinpli( 

r'^^r:^i^/y a^ 'tsixxity perceptibii of tl\e operation of the labor market.^ When th( 
•"^'1^^^ teachprs, or guidance counselors of 

' youths- -and pf of ema^e and disadvantaged youths in particulars-possess 



. . inadequate labcftr. market kriowledge, riot only may this develop faulty 

■j^^'^i^^. .... 



percept ion^ya'taong the yoifths, but it may shape important work/attitudes 
irt'an anti-wofk cfirectipn as well. 
. n^Yy fpr example^ preclude youths from adequately preparinc;' 

. l^' for t%/car«ers to which they aspire. Or, is has long been the case 
& "With vbung women, it may cause them to aspire to and, ptepare for careers 

V, ^-j^jjl^^'^ <ir tjhat they may later learn, were not what they wajaccd or expected, or 

1^^;; 1^^^^^^ not readily available. In each instance, ijia^equate labor 

^■''^^ hg^^jpt^ket i^^ may generate unrealistic career aj.spijr^tiahs and 

T^l^i/ .Tt».xpe^atioits on .the part, of youths that are easily dashed when con- 
i" " ^ "^To^i^d Triith the harsh and oftentimes brutal realities of the world • 
dfJE^wbrk. The consequences for the ultimate establishment/of stable, 
and successful work careers quite obviously may be serious. In an 
0 economic system^ in which youths are- presumably free to' choose among 
various occupational and' employment opportunities, the freedom to^ 
choose is indeed hollow in the absence of adequate labor ma^et 
knowl-edge . \ 

The principal purpose of this paper is -to 'assess the extent 
to which stable- and. successful en^loyment careers are a function of 



5. H.S. Parne^ and A.I* Kohen, "Occupational Information and Labor 
, Market Status: The Case of Young Men," Journal of Human Resources , 
voi. 10, no. i (Winter 1975),' pp. .44-55. See also: G. Stigler, 
••Information in the Labor Market," Journal of Political Economy , 
vol. 70, no. 5 (Supplement, October 1962^ , pp. 94-105. 



the work attitudes and labor market knowledge of youths. A second- 
ary purpose is to examine whAt the work attitudes of youths actually 
are, how they differ from those of their older ^and pjresumably more 
mature counterparts, a^d how they are affected \)y successes* and fail- 
ures upon initial entry into the work foroe. To a considerable degree, 
the research summarized in this paper draws upon published wofksT from * 
a jinique set of longitudinal data for representative national samples " 
ofi 10,000 American youths Snd 10,000 older workers during the second 
lialf of the 1960s- -namely, the" National Longitudinal Surveys. 



6. That is, the extent Xo which stable and successful employment . 
careers are a function of work attitudes and l^abor market know- 
ledge rather than of traditional human capj.tal and demographic 
variables most typically conside'red in labor market stuii4.es. These 
include such variables as age, race, sex, ^education, general and 
specific training, institutional and on-the-job training^ health, 
mSirital status, region of residence, type, of-. Local; Vlabor market, 
etc. In the human capital model of income distribution developed 
by Becker-fHd Mincer,, labor market -Success, particularly in terms . , 
of earnings, is a funclrion of investments "iiTN an individual's, pro-' 
ductive skills and abilities, comptisitig one's stock of human 
capital. Aariables listed above that do npt reflect hunian capital 
or supply-5ide characteristics, are generally presumed to" reflect 
tlemai)d-side or labor market effects. Sec: G. Becker, HUman Cap- 
ital' (J^ew York: golumbi^ Univefsity Press, 1964)and J. Mijicer, 
"The Distribution* of Labor Incomes: A Survey with Special Refer- 
ences to the Human Capital Approach." Journal of Economic Liter- 
afi^Tff, vql 8, no. I'CMpch 1970), pp. 1-26, 

7. Begun in 1966„ the NLS is a ten-year longitudinal study of the work 
experience of four age-sex cohorts 6f the population, each of which 
consists of roughly 5,000 respondents: meif forty- five to fifty-nine 
women thirty to for.ty-four, an^ yoyng men'^and women fpurteep to 
twenty-four years di^ age -at' th« date of the initial interviews. 
The -samples in each case constitute a represent^ttive national 

• i)robability sample -of the noninstitiitionalized civilian population 
of the par4:icular cohort as of the first survey -date. The samples 
were drawn and personal interviews conducted by the U.S. Bureau of 
the Census for The Ohio Stat^ University Center for 'Hump 'Resource 
Research under separate contracts with the .U.S. Depar.tment of Labor 
For. an overview of the entire NL9 data bas'e, including a complete 
description of the sampling design, interviewing procedures, and 
the host- of included variables, see: th§ National Longitudinal 
Surveys Handboo\ (Cblumbus: The Ohio ^tate University Center tot 
Human Resource Research, 1975). . . ■ ' 



. In the section to follow, the adequacy of idbor market knowledge 
available to yojuths and the consequences of- inadequate knowledge will 
be explored. Then in the third section, the paper will explore what 
the work attitudes of youths actually are, and how they differ from 
those of older workers, ' In the fourth section, -the empiricaj/evidence 
relating to/whether the work attitudes of youths have any bearing on 
their ejfrly l^bor market experience will, be examiaied. The fifth sec- 
tion then examines the empirical evidence relating to the effects of 
early laboV market experience on worlc at'titudes,^'lffd the final section 
concludes 'with'a brief discussion^ of the impli^tions of the research, 
reported herein, 

, ' ' ■ i . . ' % 

THE ADBQUACY AND* IMPORTANCE OF 'lABOR MARKET KNOWLEI^GE 

According to Parne$, there are four types of labor market knowl- 

edge that should be considered in discussions of this sort. The first 

and second rfre essentially ithe distinction between' "general" and. 

9 

"specific" human capital investments mac^e by Becker. Charactejistic^ 
ally, general labx^ market -information is a highly substitutable good 
with a market of substantial breadth. It comprises, for example, 
Short^/llon ^s well as long run knowledge of altef'naiiye occupations/^ 
influstries, geographic locations, relative income and job security 
prospers, avenues .of preparation for vajrious jobs, and a host Of 
other characteristics of the alternative opportunities available in 
the labor market. In contrjist, specific labor marke^t information in 
its most limited form is the opposite side of the coin--i.e., at th^ 
limit it is confined to' a single market and to. even a single firm.' 

8. H.S. Parnes, "Improved Job Information: Its Impact on Long-Run 
Labor Market Experience," in Seymour L. Wolfbein, ed.. Labor 
Market Infoiynatioa fq^ Youths (Philadelphia: Temple University 
School of Business Administration, 1975), pp. 163-83. Much of 
the material in this section of the paper summarizes a recent 
conference on^ improving Labor Market Information for Youth held 
' at Temple University on O^ober 21-22, J197^. The proceedings were 
published in the VQlume cited here. ^' * 

9: Becker, op., cit . 
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Clearly the former is more important than the latter in preparing 
^'youths for the world of work. It may be the latter, however, which 
is of t^elatively grea'ter importance to *youths a^ter adequately pre- 
paring for work--i.e,, during the critical" period of settling upon a 
specific firm. • 

The <ihird type of labor market information includes knowledge of • 
the relative advantages and disadvantages of various job search strat- 
e'gies and*institutions--e;g. , public and private employment s^vices^ . 
trade unions, and various public and p^riv^ate social welfare agencies.-. 
y Finally, iHe fourth type "of labor market information of relevance to 
workers, particularly youths, is what Pames* calls "an understanding 

of the regimentation that is inherent in greater or lesser degree 

* • ' * 11 
in most Wofk situations." This understanding, includd's knowledge 

'^of the "importance to success of regular attendance, punctf>ality, 

good work habits, concern for the objectives of -the employing ,estiab- 

" A. . - • 12 

lishment, and conformity to accepted standards of dress and behavior." 

, .Irrespective of whether one endorses all of these or whether all are 

essential to satisfactory performance on all jobs, it is Fames' view 

that failure to alert youths tp.such facts of industrial life would 

indeed -be a disservice to them. 

/ Whichever type of labor market knowledge is considered, there is' 
periuasi^e evidence ^that many youths take their first jobs in a very 
haphazard manner, and that initial decisioTi4 



izard manner, and that initial decisioiw often have a lasting. im- 

\ . . M • 




lerable evidence, for example., that the differential 
lent rates between adults and youths results maiAJy 

turnover, and thus a higher incidence of "unemployment . 
|.disteiu, "Lowering the Permanent Rate o/ Unemployment," 
study pfej^red vfor the use of the Joiht Economic Committee, 
^Congress "of the United States, 93rd Congress, 1st Session, Sept- 
ember 1973 (Washington: U.S- Gctvernment Printing Office, 1973), * 
PP- 17-18. . * ^ ^ . 



11. ^ , Parnes, op. cit. . , p. 167. 

12. Ibid. 
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pact.'^^ Mangum estimates that more than one million youths* initially . 
entering the labor force each ye/ar encounter difficulty assimilating 
into the world pf work, with blacks considerably overr^presenled with- 
in this group, In the very tight labor market of 1967, for instance, 
the average rate' of unemployment among nonwhite teenagers was 26. 5^?, ■ • 
a level ^even t^mes the national average of 3..8%.-^^ Furthermore, there 
is little doubt of the inadequacy of all types of labor market knowl- 
edge among youth$--particuUrly blacks, young women,, poor whites, and ' 
those' in rural laboif markets . SingelTs follow-up of high school 
graduates in Detroit- a-year after initial en^ry intojthe labor market 
is-Jj^ical in its observation that: 

"Most youths had not "chosen" a job in any real sense', 
but had either drifted into one or had taken it be- 
cause they , could ^find. no other .. .Furthermore, the 
youths exhibited extremely vague knowledge about wages, , 



13. Ibid., p. 169. Also see, for example: P.J. Andrisani, An Emplri - 
"HafAnalysis of the Dual Labor Market Theory (Columbus: The Ohio 
State University Center for Human Resource Research, 1973); P.E. 
Davidson and H. Anderson, Occupational Mobility in an American 
Conimunity (Stanford: Stanford University Press, 1937); M.D. Orn- 
stein. Entry 'into the Ameridan Labor Force (New York: Academic, 
Press, 1975); J. Piker, Entry into the Labor Force:. A Surv ey of 
Literature on the, Experiences of Negro and White Youths (Ann Arbor: 
Institute of Labor ^and Industrial Relations, University of Michi 
gan--Wayne State University, 1969); Kalachek, QP.cit . ; and L. lj.eyn- 

^ olds. The Structure of. Lapor Markets (New York: Harper and Broth- 
^' ers, 1951) .• ~^ * ' ' 

K. • G.L; Mangum, "Second Chance in the Transition from School to Work", 
in P.. Arnow et aL. , ed's.. The Transition from School to. Work , 
(Princeton: The Industrial. Relations Section, Princeton University,- 
1968), pp. 231-69. ' , . * 

15. -p. Arnow et''al .', "The Transition from School to Work", in The Tran - 

sition fy^om School to Work , op.ci-^ , p . 3 . t 

16. •Pames/and Kohen, op, cit.; P, Brito and C. Jusenius, "Occupational 

ExpecZatioms for Age s'S", in F.L. Mott et al.> eds.. Years for Dec- 
is jo/ , IV, .(ik)lumbus: The Ohio State University Center foi* Human • 
R^yurpe Re'search, 1977), pp.- 113-139. " 
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' W6rking conditions, steadiness of employment, and »chances 
^ ' of advancement when they accepted their first job. 17 

. . • \ ■ 'f 

Years earlier, Reynolds' classic study of ,the New Haven labor mar- 

ket produced results; that were essentially the same: "Most youngsters 

(and their parents) approached the choice of a first job with no clear 

conception o:^ where they were going* Other studies from Davidson 

Vand Anderson in 1937 to a very recent and comprehensive 'one by Michael 
/ • ' • 19- 

yOrnsteirt are equally consistent on the point. * When a sample of 

six^y-nine vocational 'educators in twenty--two urban areas were asked 

to disQuss the labor market problems, of high school graduates, for 

instance, more than half reported that youths have unrealistic as-. 

pirations and expectations '^concerning 'work, and morp than 40% felt that 

poor attitudes and. lack of responsibility, maturity, and self-disij^line 

20 

were part of the problem. \ - ^ 

Furthermore, there is little reason to be any more sanguine about 
the adequa^ty Of labor market information available tg postsecondary 

Students. Perhaps the, only study to be impressed by the adequacy of C 

• ' * 21 

labor market knowUdege of any type is that of Richard Freeman. As 

Fames has noted, however: - ^ 

- t ^ ^ ^ 

17. L.D, Singell, Some Private and Social Aspects of the Labor Mo't)il- 
ity of Young Workers'^ The Quarterly ^Review df Economicj^ and ^ 
Business , vol. 6, no. 1 (Spring 1966)-, p.* 23. 

18. Reynolds, og, cit ,>pp, 213-14. 

19. DaviHson and Anderson > op. cit .; and Ornstein, op. cit . 

20. A^P.Gaxbin, R. Campbell, D.P. Jackson, and R. Feldman, Problems 
in the Transition from High School to Work as Perceived by Vocat - 

• - ional Educators (Columbus t The Ohio State .Univei»sity Cenfrer for 
Vocational and Technical Education Research Series No. 20, L967) , 
49-50. . ' ' ^ " . . I 




e^man, J lie Market for College-Trained Manpower: A Study* in 
e Economics of Career Choice (Cambridge: Harvard University 
. Press, 1971).. ' * 
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• .\. even Freeman's data show that a sixth of the .under- 
graduates and .an. eighth o{ the graduat«i,*tudents believed 
that the. information avaii^ble to them at the time they 
made their career choices was inadequate, while another 
fourth regarded it as "Jjarely adequate". Moregver, other 
investigators of the ptocess of career choices am^g coUege 
students ha<ve drawn generalizations diff^ent from those 
. * . of Freeman. A study of almost two, thousand male and fe- 
male members of the 1972 graduating classes of five Penn- 
" sylvania colleges and universities reported that. . .two- 
fifths of the students reported that they were "not too 
aware" and one-fif^h that they were "not at all aware" 
of ^he jqb market in the' field of their Inajor at the 
• • time they selected it.22 • 

■ Of what empirical consequence are such dlrfferences in labor 
market knowledge among youthsX One of the very few- studies, to 
examine- the issue ,is that of Fames ,and Kohen.^^ Using longitudinal 

^ data on male youths from the National longitudinal Surveys , a multi- 
,variate statistical model, and a muHi-item measure of occupational 
information^ Fames and Koh^n found that scores in 1966 on the NLS 
meaiure' of labor market knowledge were significantly correlated with 
the hourly wage rates ,and occupational attainment of the youths two 

. years* later. Moreover, the 'results were obtained for young t>lack 
irten apd their youn^ white^ counterparts, with statistical controls 
for such human capita! and demographic variables as' years of schooling, 
IQ, socio-j^oonomic status, quality of high school attended,, years 
, of work experience, health ^status ,y<egion of residence, and rural 
versus urban residence. As thes^researchers correctly observed: 



Indeed; there is reason to believe that these findings >^ 
understate the total contribution of the kinds of labor • 
market information measured by the test, since they ig- 
nore.the indirect effeqts such knowledge may have on ^ 
occupational status and wages via its effect on educa- 
tional attain^ijient .2"* ^ • 



22. Fames, op. git .,, p. 171. 
"^'23. Fames and Koben/ op. cit . . 
24. .Parnes/ op. cit ;,, pp. 175-76. 
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Giffen the empirical -results, what then would be the social 
consec^l|piHces of improved labor market knowledge? Would it simply 



mean a| l|eshuff ling of youths among jobs as the gain's of those with 



SuperiQ^^ labor market knowledge are transferred to those youths with 
inadecyfete knowledge? ITheoreticaUy, the answer to the second question 
is noj |feinc6 improved labor ifiarket knowledge Implies movement of the 

* la^or' '^arket from disequilibrium to equilibrium--w\th the resultant; 

• real^ppation of labo2> Being more nearly optimal as youths and qlder 
worKe^^S beconje better mat ch^ with the jobs^for which they are best 
sui^S>d. In th'qory,.^ optimal allocation of human resources means 
tY^at no one could improve his' or jier utility or -contribution to' the ' 
t;^|ftl social product by making any job change. . Thus, the reallocation 
ijjould iead to increased productivity and individual welfare. Second. 

f ;^^more equitable distribution of labor market knowledge among youths 
hould reduce race, sex, and class differences in unemployment and 
|/ /income, since greater labor mayket knowledge has been shown in the 
NLS data both to be disproportionately possessed by white, male 
and higher SES youths and to be significantly linked with a success-^ 
'•/. ful 'transition 'ftom school to work. • * 

Third, improved labor market knowledge would enhance the oper- 
♦ation of competitive .forces in ttie labor market. Thus, for el^mple, 
somei employers would- feel a stronger need to improve the qliality of 
• work ;to keep employees, and the labor market would be better able 
to reallocate labor more efficiently in response tg technological * 
shifts and to shifts in consumer preferences and tastes. Increased 
competition should act to reduce levels of unemployment and to shift 
the Phillips curve down to the left, The latter result might be 
particularly' effective for reducing youth unemployment, siAce it 
would reduce yoGth "^turnover and fractional unemployment' which play " 

so large a role in the differential between ,youth and adult unemploy- 

25 " * . 

ment rates. " 

: ^ — — ' ' — ' : — ■ ' : ' r » 

•25. Feld5tein> bp.cit., pp. 17-18. 

• w> . . • . 
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WHAT are' THE ATTITUDES. OF YOUTHS TOWARD WORK AND ARE THEY DIFFERENT 
FROM THOSE OF THEIR^^LDERS? 

■ >^ . ' . .■ •. ■ / 

By way of the data for the -^ur .nLS cohorts covering the 1966- 

1972 period, it is possible to examine a number of the work attitudes 

of male and female youttis and to compar§^ hem with those of their older 

and presumably more mature^ counterparts When respondents who Were 

in the l^bor force at the initial surveys were asked whether they' would 

continue to work, if by some-chance they were to get enough money to> 

li\fre comfortably witficJut working, 73-78% of the older men, 78-82% of 

the younger men, 58-68% of the older women, and 59-70% of the younger 

26 ^ 

women replied that they would continue to work. The high degree of 
reported commitment to work and the absence of age differences in 
responses to this question are entirely cons is-tenV* with responses 
to eleven other attitudinal items more'directly probing commitment * 
to the Protestant work ethic. For each of the' eleven items there 
tended to ^be virtually no age differences in the tendency to ascribe 

credence to the Protestant work ethic belief that hard work- leads to 

. . 27 ' ' V . 

success. 

With respect to their occupational goals, young men and women in 

196& aspii^ed to considerably greater occupational heights than either" 

* " 28 

they or their older counterparts had^ attained . Two to t'hree^ years 

later, as the youths aged and gained mord woVk experience, occupation- 
al aspirationSj^in the aggregate changed little foT-white or black, male 
,or female youtiis. Coded, in terms of the Duncan ind^ of occupational 
Status, white .young nien in 1966 aspired to occu|*ions averaging 55 
points (on a scale from 0 to 100),- whi-le blacr^Tng men aspired 



-26. This portion of the paper draws heavily from Chapters 3,4, an^ 5- 
of a research volume on the relatioijship between work attitudes 
• and labor market experience; P.J. ^ndrisani, with the assjfcjance 

• of E. ,Applebaum, Koppel, and R.C. Miljus, Work Attitudes^and . 
. Labor Market Experiences Evidence from the National Longitudinal 

• Surveys (New York: Praeger Publishers,. 1978) . ; 

■ «r ' ■ . , ■■ • - , ■ , : 

11. PiJ. Andrisani, i/'Intefnal-Extern'al Attitudes, Personal Initiative, 
and Labor Market Experience," in Andrisanv et al., op. cit ., 
\^ chapter 4. , . * • 

■ ' 26. . P.'J. Andrisani, *'Work Attlf udqs .ar\d ^Labor Market Exi>erience: Other 
' ' Findings," in Aaidrisani et al.,' op. cit ., cj^pter 5.' , 



to occupations averaging" only 46 points.. Among the young woiflen, whites 

in 1968 aspired to jobs averaging 53 points,.^ while blacks aspired, to 

jobs averaging 48 points.^ Of the youths who worked at each survey date, 

and who were not enrolled in school, the actual occupational attainments 

of the white and black young men were 32 and 19 points respectively, in 

1966, and} 44 and 3€'tpoints^T*e^pectiv0ty for white and black ^oung ^women.^ 

Of those employed in the two ol(3ler NLS cohorts at each survey date, the 

actual occupational attainments of the white and. black men were 40 and 18 

points respectively, and 43 and 29 points respectively for white and black 

women ♦ ^ . . ' • 

'Yet. While aspirations were high, 29% oT^he young white men and 37% 

of the young black men perceived thei*r chances of attairung tjfcieir goals as 

29 

only "fair" at best . Furthermore, the gap between aspirations and 
actual occupational attainment was much greater for black youths than whit 
youths/ Relative to their ^actual 'occupational attainment, or relative to 
the occupational attainment of their counterparts in th'e oider cohorts, 
black youths aspired to greater heights than white youths. Within race 
grbups,... however, young* men and women differed ^little on the average in 
their occupational goals. Thus, while blacks and female youths may be 
unrealistic in their occupal^ional goals, they can hardly be accused of , 
lacking ambition in getting their goals. , * , 

When asked- whether "wages" or "lining the work" ^as the more* ^im- 
portant aspect of a good job, better than half within nearly every NLS 

30 

age-sex-race, group .responded "liking the work." Only among black men 
were preference differences between the younger and older NLS cohorts 
more than fouar percentage points, and even in the one instance th'e ^ge 
differences are hardly suggestive of substantially different work atti- 
tudes between youths and their elders. When asked to report the aspects 

of their Jobs that they liked best, white and black, male and female 

/«■ . ■ ■ *31 ' 

youths werfe' most inclined to mention "the work itself.". Otttkr fre- ' 

quently mentioned factors were economic aspects of *jwork and interper- 
sonal l^elat^ioqships. On* balance, the^ir responses wel^e not dissimilar 




29. • Ibidv 
30 /. fbid' ^ 
31, Ibid/ 



to t;hose of older workers. Much the same, when asked to cite. the speci- 
fic aspe^t^ of work disliked most, youths reported a wide range of. factors, 
ultimately constituting patterns quite similar to those reported by their . 

elders.. ' . * * ^ * 

. Hqw satisfied were youths with their jobs^ particularly in relation 
to the. reported job satisfaction of their older counterparts? Remarkably 
few youths expressed a disliking for their jobs at any survey date between 
1966 and. 1972.^^ Fewer than 15% of the. employed respondents within any of 
•the.NLS age^sex-race groups reported that they disliked their job somewhat 
ox disliked if very much. At some points during the period, however, age 
differences in degree of' job satisfaction did tend to l^e substantial, 
particularly between young and middle-aged black men. For exampfe, in.. 
1966 only 34% of young, black males who were out of school and working re- 
,ported themselves to be highly satisfied with their jobs,' in contrasj to 
51% among their older counterparts. For the' most par.t, age differentials 
irf levels *of job' satisfaction narrowed during the 1966-1972 period. 

In sumT with the possible exceptions of their occupational .aspira- 
tions. and degree of jobVsal^iJfaction, th^ NLS data provide little evidence 
that fhe work attitudes of youths are e5sentiaj>y different from those of 
their older counterparts. It al'so is at odds with, the data to suggest 
that youths, particularly young blocks and young women, lack ambition in 
setting* their employment goals. That their gbals tend to'be so high may 

• be a cause for concern, especially for the "ade^iuacy of their labor market 
knowledge. It is quite possible that at least a part of the job dis- ' 
"satisfaction, high turnover, and vhigh' unemployment rates of youths reflects 
*th"eir high— and perhaps unreal istic—QCcVjpational aspira^ns, which in 

* turn may ^elflect the inadequacy of theiy labor market iSfmnjiation. 



32. P.J. .Andrisani, . "Levels and Trends in Job Satisfaction, 1966-J972," 
yin Andrisani et al. op, cit . , Chapter 3. - • . 



L. 



J' 



100 



33 



"THE EFFECTS OF WORK ATTITUDES »■ • 

The NLS data provide clear evidence, of the import>ance of work 

attitudes yi' conditioning subsequent labor market Success among, youths, 

Fpr example, the ±elation3hii:^etween job dissatisfaction and turnover 

is, uni^stakable>f sujggesting that highly dissatisfied youths were from 

eighteen to for^ty-two percentage pojints more likely than comparable 

youths who were highly satisfied with their jobs to change employers 
■ 34 • '■ * 

subsequently. Moreover, since youths stand less to lose', the data not 

suprisingly show a; stronger relationship between job dlss*atisfaction and 

■ ♦ 

turnover 'among youths than older workers. The evidence also suggests that 
job dissatisfaction imposes considerable costs on youths in. terms of In-- 
creased unemployment, decreased labor forc6 participation, and below- 
average gj^wth in annual earnings. Furt^hermore, .the data shpw that the 

costs of job dissatisfaction reflect more than the costs^ of turnover which 

■ * ■ ' 

were borne disproportionately by dissatisfied youths. Among comparable 
white youths who did not chapge employers, there is considerable evidence, 
that those dissatisfied with their j obs .wer^fbelow^aver^ge in occupational 
and ^earnings advancement. Among those who changed employers, the dis- , 
satisfied were generally above-average in weeks of unemployment as well. - 
The evidence thus' suggests that job dissatisfaction often leads* to 'reduced 
productivity and to job changing that has been less .carefully planned than . 
that which takes place' among comparable youths mor,e highly satisfied with • 
their jobs . . ' ' 
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33. P.J. Andrisani, "Introduction and Overview;'' in Andrisani et al. . , 
op. cit . ,. Chapter 1. To assure that workers w^re comparable re- 
\ gressions were performed separately for each of the eight NLS age- 

sex-race groups with control vai^iabl^s for such human capital and 

emographic variables as education, formal training, years of work 
experience, seiuority with em'^loyers, health, mari'tal status, region 
of residence, and type of local labor market* 



34. P.J. Andrisani, ''Differences BetWfeen Satisfied and Dissatisfied 
: . Workers In Subsequent Labor Market Experierite," in Andrisani et al 
op. cit ., Chapter/2. 
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The NLS data also' provide stiK>ng and consistent evidepce tha^ male 
youths with an J'internal-attitude"--i.e,, whP- perceive, payoffs to their , ' 
initiat ive-- subsequent ly experience greater labor market success than * 
their contemporaries who perceive less payoffs to their efforts. The 
Cqileman Report foUticJ that- differences in these attitudes were a "more 
. important factor in .explaining achievement among black ^youths than all 
. of the differences in school quality and family background combined. 
' Interna 1 -ex te:^nal attitudes are also of interest because of a similarity . 

V to the concept of alienation, and because some have maintained that racial 
J. differences in labor market experience stem mainly from racial differences 

in work ethic attitudes closely resembling the internal-external distinc- 

^ * ■ 

tion.- . ^ 

White the NLS data suggest that attitudin^l change among youths who 'per. 

V ceive little payoff to their personal initiative would result in greater^ 
initiative and more successful labor market experience, there is-sTittle 
reason to suspect that the elimination of age differences in 'theseVatti- 
tudes woUld have an appreciable impact upon 'age differences in work ex- 

^ perience.^In the main, youths differ only minimally Trom older workers 
in these attitudes. ' 
' ' . More specTfioally, the NLS data show" that white and black young men 
with an interhal outlook in. 1968 were in the better occupation's and had 
•lj.gher hourly earnings two years later- t?han comparable youths with an * " 

external attitude. In Se regressions which come closest t^lii^nttfying 

■ '-M ^ I ' . 

a true causal 'relationship, those examining subsequent growth in earnings 

and occupational advancement, internals of both race groups were also mOre 

likely to outdistance comparable externals both in terms of growth in . 

hourly earnings 'apd occupational advancement. , ' 

As for the magnitude of the relationships, those male youths who were 

"slightly internal" in 1968, a scoreof eight on the attitudlnal measure,. 
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35. Andrisani. "Internal -External Attitudes, Personal Initiative, and 
. Labor Market pxperienqe'^ op. cit'. . * . 
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were estimated to have enjoyed a 12% differential in hourly earnings 
two' years later over comparable youths who were "slightly external" in * 
outlook, a score of twelve. Also, their average hourly earnings wer'e- 
estimated to have advanced by $.20 per hour more between 1968 and 1970 
than the wage rate^ .of comparable youths who were "slightly exter-nal.'' 

With respect to racial differences, thei-e.were only two cases 
where the. regression icoefficients, differed betweei^. white and black young 
men. In the first, it appears that these attitudes are more strongly 
related to annual earnings two years later for whites" than blacks'. I« 
the second, it appears that t^e attitudes are more strongly related to • 

^occupational advancement fox -blacks than whites • Moreover, the 
elimination of racial differences in internal-external attitudes among 
youths apparently vyould not appreciably reduce racial differences- in 
their labor maiiket experience, since t^ese are only slight diffeu-ences 
in thfese attitudes between Wit e and black youths of either* sex. 

The only aspect of labor market experience exapdned with the NLS 
data that was not significantly related to internal-extremal attitudes 

'for either' white*, or black young men is growth in annual earnings. Al- ^ 
though the data do not address the issue directly,, this may reflect 
greater investments (foregone earnings) that youths with an internal 
attitude have. made in order to realize their 'advantage two years later, 
hourly earnings and occupational attainment. Greater investments in 

,%job search and mobility, in particular, may explain why youths with an 
inte;rnajl at titu4^^t (distanced comparable youths with external outlooks 
in growth in hourly earnings and in occupational advancement without ' 
exceedi/g their gi:^th in annuaf earnings. . ' ^ 

- * Differences among otherwise comparable workers ih. other work- 
related a!ttitudes--e,g. , career goals, expectations^f achieving goals, 

Commitment to Work, attitudes toward one^s work role, attitudes toward 

propriety of working mpthers, and spouse^ s attitude toward one's work 

* I. 

36. Ibid. ' , * " 
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role--have also been shown, with the NLS d\ta tj^ear a 'relationship to 

' ' * ' ■ * - / ' 37 X • ■ ' ^ 

■^'^jKUbsequent labor market • experienc^. , In p^r^j^Bra-f, the! *cai^er goals of 

f ;. • .iqafe,' youth*, both" black and white, and/a belief that o^/e's. goals aue 

attaina1)le, ate linked to a successful transition from'^scfiool to work.^^*^ 

The NJLS data show that white and black male youths, with greater OQCupa- 

ti1:)nal aspirations* in 1966 advanced more »in annual- earnings QVQr the, next 

three years than comparable youths who were less ambitiou-s.yAmong the * 



> white youths, occujJationaL aspirations werjs also related, '^occupational 
' adyajicement , to advanc'ement^ in hx)Urly. rates of pay, ^t^. the reception of 
forma^l occupa^iionai training,, and^ to fiower weeks of unemployment .J^yVmong . 
the blaek youths, the more ambitious^ were also more inclined to jeceive 
formal^ occupational /training, but there i« no^evidence' that tfhey were 



more likely to adyapce occuf>ationally, or in wage rates,- or that they 
were any less likely to encounter unempioyment . One likely explanation why 
the. aspirations of black* youths are not as closely linked to subsequent 
la^?or Tl^rk6t success as f(j\r#whites is of cours^^hat employers discriminate 
against ]WII||?ks. Addi^iopal or alt^^mative explanations include the fact 
th^t the black youths .ai'e more deficient, in labor Inarket information. 
' ' .'Other re^re§sion\^esults With .the NLS( data -for male youths reinforce 
thtese riiidingg. - White and olack young men with ^greater .self ^-qonfidence 
liad con^derably Greater subsequent smccess in the labor market during* 
the 'transitional •pbriod from school to w/)rk than comparable youths^ with ^ / 
^ . less self-confidence^ Those black , and white young men who perceived their 
chances of attaining their careet* goals as "excellent*' in 1966, for exajnple, 
" advanced occupat iohally from seven to eight points more (on the Duncan \, • 

^ ' ' s,^-. ■ ' ,\: - I ' ' ■ 

,;37i Andf^isani^ **Work Attitudes and Labor Market :Bxperience: Otker Findings," 
• . op, cit > : and E. Appelbaum^ and R. Koppei, Impact of W6nlhw(Vttitudes < 

V Formed P^ior. to Labor Market Entry on the Process of Early Labor Market 
A^t^nment," iji Andrisani "et al^, bp> cit . , Chaptei; 6. 

38. Andriajni, Ibid >^ \ ^ ; • ^ ^ | 
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^ ' Index) -over the next three ytfar-s than comparable youth who initially rated 

their chances as "poor'^ 'In ^addition, their annual earnings advancement 
over the next three years Exceeded 'that /of those-.tless confident 'by $825 to 
$1150, and ^the more confident youths experiencecil|^ree to ^our fower weeks 
iryE^fiempldylhent as well. Amdn'g the white y(>uthiA the more confident ones 
also had considerably giteater advan<;empnt ^n^hbufiy rates of pay, fewer 
; weeks out of the labor for<:^e, an4 weii* more prone to be. geographically ^ 
mobile. ' * - • 

* ' ' . • ft thus seems clear on the*basi*s/of t'he NLS data that the v^rjs^ 

attitudes of youths are impoi^tant factors in understanding the process of 
It establishing stable and^ successful employment careers. The NLS results 

^ / summarized above show that the effects of the work attitudes of youths are 

% indepehdent^ of the effects of a wide range of moxe traditional labor market 
variables-ie.g^ human. ca]pital and demographic .variables. They also show - 
that the^a^JLitudes have effS^ts on subsequent labor market experience, thus 
showing that cross-se^t ipnal relationships between work attitudes and labor 
mark^ experience do not reflect exclusively the^inf luence of the latter on 
the former. Indeed, there is reason- to ^believe that these findings may 
understate the .real effect of, work attitiJSles on the' labor market experience 
. . of youths, sinU^ it. has not been possible to isolate the indirect effect of 
. the attitudes on ^experience via tTieir effect on investments in education and 
.other "forms of human capital. Nor fia"s it been possible to estimate t|;ie • 
extent to which the effects are understated by^ using such crudrf^and simplis- 
tic^ ^nd thus injH|ently less reliable, measures of work attitudes as are 
available i^ the NLS. 

Finally, it should also be noted that these findings are quitfe con- 
sistent vith those of, other studies of youths from more restricted samples, 
y «^ccording to Sewell a\ad Hduser's study of Wisconsin youths, for instance: 

\ . . the inclusion of tiie^ocial psychological' 
variables has resulted in a more complete expli- 
. ^ . . cation bf the attainment process in the educa- 

, . tional, ^occupational, and economic spheres ... 

' f Xhe'^panded model we' have discussed in ^ the 

^4^^ present chapter^ ha^ illuminated the rather com- ' 

plex process by which^tHe effects^|bf socioeconomic 
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backgpc^ound on educational^ occupational, and eco- 
nomic attainments are mediated by various social 
sychol6gical experiences. 39 ^ * 



THE EFFECTS (IF LABOR MARKET EXPERIENCE ON THE WORK ATTITUDES OF YOUTHS* 
■'^ /, Recentystudies with the NLS data for youths have examined the extent 
to *whic)f' laoDr eari)c ih'work care'ers affect the occupa- 

tional aspirat>idns of youths, \x\ one of them, changes in Occupational 

asp ir^ti oris, among the young men between 1966 and 1969 have be^n regressed 

. ■ • ^ 41 

on their rofccupational status and hourly earnings between 1966 and 1969, 

In addition, o -assure that comparable young Ine'n were being considered, 

control variables for individual differences at the beginning of the period 

Were also included in the regressions--e, g, , for years of schooling/| comple- 

tion of formal occupational training, years of gener<il , on-the-job training, 

years of service witTi 1966 employier, health status, marital status, 'region 

of residence, degree, of urbanization ■ in the local labor markpt, and initial 

levels of occupational aspirations, work commitment ,, and preferences for 

nbn'economic versus economic rewards. 



39. v^V. H. Sewell and R. Hauser, "Social Psychological Factors -in 

Achievement,"^ In W. H.. Sewell and R. M. Hauser, Education, Occupation , 
■ arid Earnings: ' Achievement in the Early Career (New York: Ac ad em i/ 
Press, Inc. , 1975), pp. Ill and 90. See also: R. M. Gasson, A. 0. 
Haller, and W. H. Sewell, "Attitudes and Facil itation in the At;tain>iienj 
' of Status (Washington: The American Sociological Association Rose Mono- 
graph Series, 1972); A. C. Kerckhoff, Ambition and Attainment: A Study 
• of Four Samples of- American Boys (Washington. The American Sociological 
Association Rose Monograph Series, 1974); A.O. Haller and A. Portee, 
"Status Attainment Process)"' Sociology of Education , vol. ^46 (Winter 
1973), pp. 51-91; and R. C.~ Edwards, "^idividual Traits and* Organiza- 

t Makes a 'Good' Worker?" Journal of Human 



tional Incentives: What 
Resources, vol. 11, No. 1 (Winter 1976), pp. 51-6BT 



40, 



. Brito and Jusen-ius, op. cif. ; Andrisani et al . , op. cit.. Chapter 5;. 
and J. Grasso with A. I. Kohen, ,"The Formation and Revision of Goals 
by Young Men," in A. I. Kohen 'et al . , Career Thresholds, IV, . 
(Columbus: Ohio State Univejrsity Center for Human Resouri'e Research, 
1977), pp. 15-52.. \' ^ 

A, Andrisani et al., op. cit . , Chapter 5. 
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Among white and black yoUng men, as previously noted, there werp f 

virtually no changes in occupational aspirations, on the average, between 

1966 and 1969, despite the fact that mahy youths .cros^d the critical 

' ■ • "~ ^ ' " ' ' ^ , *' • . 

threshold from school to work during the. period. For youn^ men who were / 

. ■ . i I 

Employed as wage and salary woVkers and not enrolled W school^ during the* 

1966-1969 period, the subset of the total cohort, included in these re- 
gressions, aspirations on tlie average changed by anly two-thirds otone 
point among the white yotiths and by less than one-twentieth one point < 
among the black youths. I^onethe less,, the evidence Suggests that more . 
favorable work experience. leads to more favorable work attitudes and that 
unsuccessful work experience leads to discouragement and reduced aspirations. 

Among' both race g'roi^ps, for example, those in the better occupations ' - 
initially, and those who advanced the mpst occupational ly during the period, 
raised their occupational aspirations bietween 1966 and 1969, while those 
in the lowest -status jobs initially and those who advanced the least or 
regressed occupational |v reduced tthei^r aspirations between 1966 and 1969^ ^ 
• Furthermore, ^ong black ^youths, those in the better paying jobs initially 
and those whose earnings grew the most .^luring the period became more ambi- • 
tious in career objectives between 1966 and 1969., while those in the low- 
• paying jobs initially and those whose earnings- advanced tl^'lt!ast reduced 
their occupational .goals during the period. The influence of earnings was 
so strong, in fact, that, those black youths who differed by $1.00 in .initial 
hourly, eatninjgs or in growth In hourly 'earnings, drffered in changes in 
their, occupational aspirations by 5.5 and 3.4 points respectively on the 
Duncan Index,* 

Other variables also related to changing aspirations included years of 
work experience, health, and suburban residence. The longer the youths had 
been out of school in 1966, and hence the greater their experience in the ♦ 
"\ world of work, the less likely they were to revise their aspirations upward -\ 

and the more likely they were to revise them downward.? Amon^ blacks, tho§e 
with a health problem in 1966> whose career goals at that point rtay have 
• ^ been most seriously in dabb*% raised their aspirations by fourteen points 
more, during the period than comparable youths with no hea*;ith limitation in 
1966. Among whites, those residing in suburban areas raised their aspira- 
tions b-y three points more than those youths residing in rural dr central 
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city locations •/ • • # w ' ^ » • . • 

Other- piiblishe)! "data from'the NLS have* showp that fami^ly background, 
e'thnic Origin, schooVin^g, and the extent of a ^youth's 'labor market informa- 
tiOn have a consider^le impact on occupational aspirations v/hil^ youths 
arb still in school, StJjLll >^urther,) Brito and Jusenius 3^how tha,t: occupa- 

tion^l goals of the NLS young women were si-gnif icantly relat^d^to the 

^. ^ , ., , -.. 

youn-g women' s 'family backgroiuids and education, as well as to their actual 

■ 45 ^" ■ " ' 

labor market experience. Quite similarly, Grasso and Kohen^j;eport that the 

occupational goals df NLS male youths enrolled in high ^school in 1966 were 

significantly linked to; their labor market knowledge aiid K), and--in the 

^ 44 . 

case of the whites only-^to their family backgrounds. In their own words: 

♦ " ■* - . ' ' ♦ ' . 

• • .measures, of informatioil ■ (e.g.', . amount of schooling, 
availability of reading material* in the home) and of 
opportunities arid constraints (e.g.-, encouragement by • 
'* parents, school p^r*onnel ai\d peers) also iSpntributed ^ ^ 
to explaining variations^ in levels of aspiration ../ " 
While growing up in a Large urbq.n- area was associated. • 
with decidedly: higher; 'educational •and occupational goals, 
the evideHci'is that these 'goals^gre likely to be in- 
congruent with each other and unreaLi5_tically" high. . . 
WhiJp work .ajj^perienoe gained during high - school was • 
not found to be related to/goal- level, it is notahle 
^ ^ that high school youth with considerable work,ex- 

« perience are less^^likely,*^ all other things ecfual, 
to express educationaT and. piccupationar goals that 
- ** .are incongruent with one anothei^- . . . More able students 

• ■ (IQ) "not only expressed highp^ gpals, but at least 
• , 'among young whites were also rfiore. likely to profess 
cong£uent and realistic goals and were more* optimistic 
about being able to achieve their ^oalS. 45 

*> * * * ■ • 

Thus it appears that while wbrla experienife ^hapeg work attitudes, 

numerous other forces hav-e 'a considerable impact as well." As a final.. 

— — ^ — , — — ^TT^ ^ ^ — 

- 0 (-y ■ . • . 

- ■ ' . • , , . \ 

42.. • H. S. Pkrnes et.al.. Career Threshplds / I , U. S.' Dept. of Labor Man-" 
power,' Research Monograph No. 16 (Wa,shing^on: U. S. Governw^nt-* Printing 
^'Of'fice, 197(y),.. pp. 178-85. . ' *. " - * • ; .. 

43. Byit* and Jusenius, op. cit. , pp. 121-^32. 

44. Grasso and Kohen, op^eit., pp., 28-9. ' ' 

45. Ibiq, pp. 46-7. 
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illustration of t'he point, while there are vast age-sex-race^ differenaifis 

in labor market experience, differences in 'internal-external'^ttitudes on 

the basis of age, sejc, and race are virtually nonexistent^ 

• -* ; ' ' \ ^ , 

CONCLUSIONS' . ■ . ' . '-^ 

^ The princi^l purpose of this paper has fceen t;o assess' the extent 
to whi(?h stable and successful employment careers are a furiction* of the 
work attitudes .and labor market knowledge of youths, rather than^f tradi- 
tional human capital and demographic variables most typically considered 
in labor market studies. A secondary purpose has been to examine what the 
work attitudes of youths actually are,^ how 'they differ from thclse of their 
pl(|er' and presdhnaMy more mature^ counterparts, and how yiey acife affected 
by suQfiesses and jhiijures upon initial entry into the wbrbsfiorce. Tg'a 
considerable degree^Vjthe research summarized in this paper dbaws upon 
published works from a unique set of longitudinal data for representative 
national samples of 10, 000* American yoiith^ and 10,000 older workers--during 
the second' half of the 1^60s ^--namely, the National Congitudinal Surveys. 

The empirical ^findings reported here show clearly the importance of 
,.pc^6^tive. wbafUc* atf itiK^ and adequate labor market knowledge for the estab- 
lishment of stable "and successful employmfent careers. Confidence in these 
findings is strengthe^fW^by the fact that the observed relationships wpre 
independent o'f individual diffei^ences among the youths studied in a. wide 
range of skills, abilities, and , demographic characteristics, and were 

supported by longitudfirial data*as wqII. / , 

• ■ ♦ ■ ■ ■ 

' The data ai^e also persuasive in documenting the inadequacy of all ^ 

types of labor market knowledge as youths cross the critical threshold from 
school to^ work--with blacks, fema-les, and poor whites possessing the least 
adequate knowledge. The fact that so muc^ of the differential in unemploy- 
ment rates between youths. and adults resulrs from greater incidences of un-* 
employment among youths, rather than longer average spells of unemployment, 
in itself lends support to the need for more adequate labor market know- 
ledge for youths. * -Moreover, *" the (need to adequately prepare for careers 
long before initial entry itito^the work force argues for the dissemination 
of more adequate labor" market information years in advance of actual labor 
market entry; . . 

46. Andrisani et al., op . cit. . Chapter .4% / 
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Thp rolQ of positive work attitudes for youths in the establishment of 

stable and successful work- oareerg is less straightforward and unambiguous. 

During the late "1^605, youths, wha were ambitious, self-c^onfident , s^m- 

mitt^ed to the Protestant id'ork/ethicf that hard work leads to success, 

and who liked their jobs were more'likely tp. establishi stable and sue-- 

cessful ^n^pijjyment careers than comparable youths who felt otherwise. 

Yet there j.s little empirical justification tp consider youths' attitudes. 

toward work as inadequate, immature (otiier than for lack ^of adequate labor 

market information), anti-work, or the cause of the unique labor market / 

♦ 

problems of youths--at -least on the basis of the statistics for the late 
1960s. The woi;^ attitudes of youths measured wi the NLS data were hardly 
dissimilar from those reported by older workers during the same period, 
andrthere is little, empirical reason 40 suspect, that youths on the 
who>e Jlacked ambition during the. late 1960s. Quite the contrary, the 
data suggest thajt inadequate labor mark^et knowledge may produce a lack ; 
of realism among youths which leads in the aggregate to overambition 
rather than to a lack .of ambition; It may indeed be inadej:iuate labor 
market information which at lea^st in jitoi^t is responsible for the rel- • * 
atively higher levels of . Job dija-aatiSjaction, turnover, and frictional 
unemployment observed among youths,^ " * ' . 

* Tlj^evidence is also clear and convincing >n showing that unsatis- 
factory labbr market experiences early in work careers can influence 
youths', attitudes in an anti-.work direction, thei:^eby reducing .the^* chances 

of ever establishing a stable and successful employment career. As 

* . ■ ^ 

Glen Cain has noted: 

r ^ . • • • ' 

• / Conventional economists have customarily viewed 

'tastes' as exogenous and as one of the (unexplored) 
Causal variables explaining such labor market 
achievements as employment, wage earnings andf '(^ " 
occupational achievement. The eontributibn of .' • V 
the Dual-Radicarl theories lies not in ^reiterating*- * / 
the ppteVitial importance of Mstes in* their re- • 
* ' ^ search, but rather in pointing out how tastes may 

be endogenous anfl a result'^ of' one's labor market ' • 

^ achievements. Thus, the effects of discrimination, ^ 

other ^systematic factors, "or even random factors 



that ,can start workerg;'off in the secondary ' , A \ 
sectox^that is, in '6ad' jLobs) , can shape 
tastes in an anti-work direction" and thus . / ■ - 

reinforce the disadvantaged^posit ion .of low- 
vage Worker^ V 47 v ' . ' ' . 
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Thus, while vork attitudes among youths appear important for 

the est abolishment of stable and successful employment careers, 'they ' <\ 

hardly appear to be the principal cause o^ the unique labor market prob- \ 

. lemrs 'of^^ youtlTiS/ ' It^eems fiighly unlikely that secular changes in the 

work atjtitudes and labor market knowledge of youths since the late, 1960s 

could have had nearly as much to do with the worsening youth labor market 

situation of this decade as have such factors as changes in the niimber of 

^youths looking for work and changes in the fj^ggregate demand for labor* 
While it is unclear how much a part the worJc attitudes of 'today's youths 

.have , to do with the worsening youth *abor market situation, it seems en- 
tirely clear what effect the loose labor markets of^ the 1970.5^, haye had on ' 
youths' attitudes toward work. Loose labor markets lead to a.deterioratiofi 

* of positive work' attitudes among 'youths whi'Ch makes it^ the'more dif-*^ 
ficult to establish stable and successful employment careers. The' loose, 
labor markets of the 1970s can be expected to haVe had such an effect. 

The implications for public p9licy are essentially twofold. First, 
increase the availability of allotypes of laJbor market information early 
in the life Cycle* , particularly 'for young blacks, young women, and poor 
white youths. Second, employment and training programs could seek to 
offset the negative, • ant i-work effects of loose labor market>s and the 
pathology of thie youth labpr market on the. work ^attitudes of youths. Long 
run incentives to work, find giving good reason for youths to believe that 
hard work and human capital investments now wiM eventually pay off in the 
labor mafket are clearly neede^. The anti-work effects of the loose labor 

markets in the 1970s on youths' attitudes can be particularly important 

I 

for. many years tp come. After all, the anti-work effects are b^ing felt . 



47./ G. G. Caijn, "The Chalienge of Dual atid Radical Theories of the Labor 
MarkQt *o Orthodox Theory", paper presented at the American Economic 
Association Annual Meetings, San Francisco, December, 1975, pp. '18-9, 
emphasis in original, (mineographed) . 
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by one of the largest cotiorts of youths to ever enter the laboj market, , 



In addition, this cohort of baby boom youngsters face5>.^hat ^may. possibly 
be, re*lative to. their aspirations, perhaps the worst set of labor market 
, constraints ever to have ^aced prfeceding generations of youths. 




ERLC 



. ■ It 



113 



ECONOMIC AND SpCIOCULTURAL VARIABLES AFFECTING RATES 
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Research has repeatedly found a <lio:;ect correlation' between unemploy- 
ment rates and crime rate's, but not so, powerful and consistent a •relation'-., 
ship as to exclude other fact£)rs irf' crime c;aus^tion'. Thi^s paper Vill ^ / 
first -survey social-sciende literature on economic variables affecting/ / 
law->yiolat;ion -rates. It will.. then present briefly some evidence and " 
inference that sociaL^ cultural and political a'Spects of 'the lives of ' ' 
many of today's youths •aj'e major 'determinants of both thefr. unemployment 
and their offences, ' ;. 

INTRODU(*TIO'N . : • . ' V * ^ ^ 

■ " • 

The simple .tn&f)ry that cri^0 l^s a means 'of obtai^^ng wealth or-of 
expressing anger when legitimate economic pi:^suits fail has probably 
been propounded since ancient times, and has been tested statistically 
at least si-nce'-the early niheteenth century (Vold^ 19SfS Chapter 9) • 
Four distinct methodolo^^es^ifferentiate these stMies, which can be ^ 
categorized by the types of data that they employ, as: human ecology, 
social class,- business cycle, and circumstances of the offender. This 
research was always handicapped" by deficient information, especially 
on crime, and probably by. failure to investigate adequately the quali- 
fications that the simple theory requires to fit reality. lijevertheless, 
even a- cursory review reveals that findings from' "each of these four 
types of investigations, wliile somewhat incons-istent and controversial, 
preidominantly show that extreme poverty (in comparison to the rest of 
the community) is highly . correlated with crim§, . 

ECOLOGICAL STUDiES 

''social survey*' movement sprpad from one city to another 4uring the 
fiinete^enth and eatly twentieth centuries • Perhaps the most influential of 
its publications, in the English-speaking world was Ctiarles Booth's 
Life and Laboi^ of the People of London'^ issiied piecemeal from 1886 to 1903* 
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The movement's many similar studies illustrated, for a large nj|Tiber"of 
metropolises, .the coi1centration',of bo1ih*(?rrme^ and poverty in th^ -same j j 
: ♦i^eighborhoods. Somewhat mcfrc objective evidence was provided by 



table)^ 




Clifford ^haw and Henry,D. McKay (1929,* 1942)\ Thei:]: maps and 
showed ' t)ow deUinquency rates varied in Chicago's censusH^actsv For ' / 
comparison tftQy made simi/ar maps and tables for such 'indices *of poverty 
as^average rent per residential unit, average number of ocfcupants peY 
.room, and infant mortalit)^ rates. ,Thus these publicati6ns demonstrated, 
but did not measure, the extent^ to which delinquency was concentrated 
s with peak rates ^o:£ poverty, disease, divorqe and all other 
s of what they called "Social disorganization." Their 1942 book 
also reported similar studies that theit work had inspired ip other 
Americari^cities, all of which had analogous findings. 

For two decades following World War II, tjie analysis of cfensus tract' 
rates, for delinquency and other variables--such as. income, Tent, ethnicity, 
housing, crbwdedness, and every ot[ie^^\itein that the census tabulates by / 
these tracts-->^;as made- more rigorous in several . cities through multyrariate • 
statistical computations. Gordon's (1967) thorough review of this re- 

search, 'however, summarizes: 

^ _ ■ • ■ ^ • 

All ot these studies misused such procedures as partial 
correlatipn, multiple regression and factor analysis. In 
addition, these studies have beep affected by serious • ' , 
artifacts stemming from- the accepted practice 'of using ^ 
. indexes with mixed cutting po^nts^ some of which are more. * 
sensitiye to the tails of their distributions than others. 
.When all of these errors are taken into account, it turns 
out that the . association between delinquency and socio^ 
economic status is quite unambiguously very strong. 
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He adds an extremely astute message fot policymakers : 

It is the extremely low. end of the SES range that is most relevant. 

This finding ... contains a warning concerning ^the conduct 
of antipove:jpty programs. It suggests that, in order to . 
decrease delinquency, for example, it is necessary tp reach 
• -the very bottom-most stratum in every census- tract . y Simply 
'pumping tnoney into* low-income areas'may result invbelping 
needy people, but they may not be the ones chiefly res- , 
V ponsible for the high social pathology indexes from which 
intervention against poverty now- derives its main political 
justification. To the extent ^that programs f^il to reach, 
this lowest stratum— however successful they are at assist- 
ing the more accessible higher-stratufti pofcr-^they will fail 



to alleviate the more intractable and socfially vi,sible con-- * . 
sequences of povefrty, ^eytainiy there is much to be saiti, ^ 
on humanitarran grdWnds alWg-^or ''directing limited re-F ' » 

^oiirces -Ijtoward the people best able to take advantage of • • 
them* ^ Nonetheless, there remains the poss'ibility that • 

, the talrlure of prdgframs to materially r^dude delinquency' . , 
and'-^minate Kard^^core^ poverty vt^l trig;gQr^political r(^ . ' 7 
^ctio^s that nvake it impossible to ga^n support for effort^s \ 
that /would benefit ,the very poorest ^ ^For these people's ) ' 
^ . . own misery to be use^ to legitimate help foy^ ^meone eiseA 
f and in a manner t^iat diminishes ^their own cKan'Ces of ' \ 

* eventually rece.ivijig help themselves, would be the'^ultimate 

exploitation^ '4- • ..^ ^ * ii 

* . 

Delinquency/ as a legal concept, refers- only to offenses committed 
by juVenilfes. While defined somewhat diversely in our' fifty states^ it 
usually, encompasses aril acts by pei:sons below a particular age--usu3lly 
eighteen--that would be prosecutable as crimes if the perpetrators were 
older. It also includes acts for which only juveniles can be placed in . 
state custody. These so-called juveniles status offenses <^re mainly 
truancy from home oir School^ and incorrigibility (defined ak, persistent 
' or flagrant disobedience of parents, teachers or ther adult authorities). 
Adult crime, however, includes many offenses by' youths,- since' the median- 
age of arrest for major crimes (the FBPs 'Undex Offenses'') was 19.2 ^ 
duT^ing 1976 (a puzzling increase of-about one year over the median in 
preceding years), and about one-third of the arrestees were 'between 
eighteea-and-tWenty-five-yfears-Qld in every recent year. 

There has been much less eoological Ngsedrch on the neighborhood 
correlates of adult crime rates than on delinquency, the major study 
was Schmid'^s *( 19601 factor^nalysis of a 38 x 38 correlation matrix of 
twenty crime indexO'S and" eighteen economic', demographic and social 
^ variables from the 1950 -census- for ninety-three census tracts of Seattle. 
By far the highest cbrrelatiqns in the matrix, were between the percentage 
of males unemployed and the rates of -varaoiis. specific. offenses, notably 
.82 for drunkenness, .83 for fighting, .85 for oth^r disorderly condupt , 
.82 for lewdness, .85 for petty larcer^y, .80 for theft from automobile, 
and . 85 forjii^jiway and car robbery. Correlations of median ^ncome with 
,,,;thef same offenses ranged from .48 for .lewdness to .58 for theft from ^ 




aujomobile^ It should be noted that the. location p/ arrests fot drunkeA- 
ne.ss, ^disorderly oonduot ap.d 'lewdness often tells as much^bout ne^l'hbor- 
hopd variations in police practices as about variations in citizen be- 
havior. * V ^ ^ . ^ 

Schmid'5 (1960) factor analysis 'identified eight clusters of inter- 
correlated variables. The first factor, with, by far the highest loadings^ 
he labeled "Low Social Cohesions-Low Family St atus It . reve^XeT'^^hr^fi^ 
correlatix>n of social, conditions- characteristic of slum rooiiting house 
areas .hear^busine^s districts--low proportion of homes owner -^occupi^d, 

high ]^ercentage of labor force unemployed, low educjition levels, low 

■ ' . • . 

percentage of adults married, high proportion of females in the labor ^ 

.. 

foT(;Si and low status occupations--with such crimes as automobile theft, 
theft from automobiles and shoplifting. The second factor, which was > 
labeled "Low Social%|phesiqn--Low Occup^ional Status ,X identified by 
high factor scores poprest residential neighborhoods, contiguous 
^o Skid ,pbw and most^ occupied then by »blacks and Orientals, but tjy 
low Scores it. also identified the better xeside^Yal areas with mainly 
white Cellar occupations or higher blue collar** jobs . ^The demographic 
components of this fact pr were low status occupations and low education 
levels, "but ^a hi||h proportion married, high fertility rates,,' few of th^ 
females, in the labor' force and high proportion, of housing over thirty 
years old j-vit was linked to the sam^ types of crime'as Factor 1. This 
study* s extremely high 'correlations of crime with unemployment arp^^ its 
two strongest factors emphasize the linkage- of crime to the poorest*of 
the pooj neighborhoods,. .wich as did the multivariate analysis ot delin- 
quency r^es. . ! .* ^ / 

A different ecological research method divided cities into "social • 
areas" by^three composite indicators of census tract cliaracteristics: 
Economic Status, determined by prestigious occupations and high 1-^V.<3 Is 
pf education; Family Status, shown by high* fertility rates, ""low^ percentage 
"^of wolnen- working, and^igh percentage of single-family dwellings; Ethnic;^' 
Status, ascribed to'areas with a, high percentage of native-bom whites .mpi^ 
(Shevky arid Bell, 11^55). Applying this scheme to Lexington, Kentucky in 
1960, 'Qyinney (1964) found. both crime and delinquency fates inversely 
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related to economic and family status but positively related tc;^ ethnic 
Status, Further analysis .$howe^ however, t;hat. the ethnic status finding 
occurred because offen^ rates were highest for nonwhites living in areas 
occupied predominantly whites an^ hig^i'est for whites in areas with the 
largest proportion of nonwhite residents. Furthermore, high fajTiily status 
prevented crime only in areas of low economic status^ . ^ . . ' 

quite contrasting ty^e of ecological analysis uses tcrtal cities /or . 
metr^dlitan areas as units., rather tl^Sn census tracts within *these ' ^ 
communities. Schuessler and Slatin '(1964) factor analyzed 1950 arid 1960 
crime and census variables for cities of over 100,00p.popufation in the 
iWited States/ In both periods the factor most associated with crimes 
against the person, which they fir^t called "Social Frustration" but 
relabeled "^Minority Relations,^' had major loadings from hi gh. percent age . 
nonwhite, high housing crowdedriess) and low percentage of young people 
in school. The factor most associated with property crime, which they 
labeled '^Anomie," loaded'^.high on only one census variable in 1960, per- 
centagfe divcg^ce^P^ but iti 1950 was also identified by low [percentage of 
populatiorf^eng^mpd in manufacturing, low percentage of population in 
families, low if^ian 'schooling of mal^s over twenty-four-years-old, .and 
low median liionthly rent.. Economic variaij||^e$ Were clearly far from 
dominant in the conditions th^t this* stt5dy lirrtied with city crime rates. 

Eb'ferts and Schwirian (1968) hypothesized that crime would be evoked 
not by a particular low level of wealth or income, in a city^ but by the 
relative deprivaJtiqn of some persons there as compared to the rest; 
essentially,-^ they -ascribed crijne more to inequality than to poverty. 
Using data on 200 Standard Metropolitan Statistical Areas from the 1960 
census and FE^^I figues on offenses ki)own to the* police, they found crime 
rates highest in metropolises with the greatest disparity between the 
proportion of the population with annual income over $10,000 and th^ pro- 
» portion with income under $3,000^ Thus crime rates were higher where 
there was a ^arge upper class or a large lower class than where these * 
extreme strata were nearly equal in size* This finding was clearest in 
the biggest metropolitan' areas in those with a high percentage of non- 
liihites^ an(Ji In the South; outside the South,- ctim rates were especially 




inked to a ltigR>p3P^p©rt"i(Jh in the upper, class rather than to mor^ 
balanced income distribution 'or><:he' largest proportion iji the poorest 

» ♦ ■ ■ 

class. • . *' 

Eberts'^and Schwirian also classified metropolitaij areas by the 
percentages of" their white and nonwhite populations having whi.te--col.lar 
jobs, compared to national percentages for each of theSe racial^ groups. 
Crime rates were largest in metropolitan areas where, these percentages 
were highest for whites and lowest for nonwhites; it was the disparity 
in availability of white-coJ.lar employment more than the actual* pro- ^ 
portion ,of the white f r nonWhite proportion receiving it that wa^s most 
related to offense rates. This finding ^plied to both large and small 
Ine^Vopolises, and td the non-South«as wefl*as the South, although it was 
most*: pronounced in/^^reas with a lt)w percentage of the population non- 
white. Thus both of their analyses confiime'd that inequality is the 
economic variable, most correlated with 'high crime rates .^^ It 'would be 
'interesting if such analyses ifere done^$eparately for crimes youth, 
and for different /t)rges of offenses: ' ^ , 

- A still different type o^ ecological analysis uses states within 
/)ur nation ^s its units, and its findings have been of major interest 
primarily for^ homicide, Maijy criminology textbboks have for decades 
suggested that regional cultures ari^ major determinants of crime rates 
in the United States, pointing out that most offense rtites of sta1;:es 
•increased as one moved from the Northeastern to the Far Western states, 
. but that the Southeastern states combined by far the highest homicide 
and assault rates in t^e nation with low rates of crimes against ^propetty 
Hackney^ (1969)' and Gastil (1971) extended the* analysis of .Southern homi- 
cide rates, .They'emphasized (1) the islavery and absence of •industry in 
'Southern history, (2) ifffe traditions of dueling and, vigilant ism, and 
(3) statistics that showed higher correlations between state homicide 

' ' V ' ■ 

rates and whether .a $tate had been in the Confederacy, during the Civil 

War than the zero-ord^r or multiple* correlations of the homicide rates 

with fliedian income, 'edticat ion 'or a host' of other economic and social 

f^riables* 
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Loftin and Hill (1974), howeve<r, ptes'ent impressive evidence that 
♦4:t is not a state's Southernness but its dptree of extreme poverty or 
of poverty-conducive conditions that is mo^t predictive of its homicide 
rate. Thus the zero-order correlation of state 'homicide rates in 1960 
was -♦^S with median income -but .67 with the percentage or\a state's 
families having annual income under $1,000, .77 with the percentage of . 
the, population illiterate, •82^with the percentage of the population over 
twenty-four-years-old with less than five years of education, .S3 wit;h 
t}ie percentage of it? inductees failing the Amted Forces f^ental Test, 
.85 with its infant mortality rajte, .SB with the percentage .of its 
, Children living with only one parent and .93 with a "Structural Poverty 
Index" based on allof the foregoing except median income. The correla- 
tic* ot homicide rates was .80 with a state 's'b^^iag in the CcJnfederacy^ 
during .the Civil War and .87 with Gastil's (IQ^ftr^^ index of the Southern- 
ness of each stat6' s 'population (an index for each state, which fpiS^ori- • 
Southern states 'considers how many migrants it received from the South 
an<t other "^evidence of probable Southern cultural influence). Incidentally, 
state homicide rates correlated ,85 with percentage of the state popu- 
lation nonwhite., and the Structural Poverty Index correlated .84 with 
Southeyiness. In tw6 multiple correlations of state homicide rates with 
diverse independent variables, one with a dummy variable /or Confederacy 
and One with the Southe^ne^^s Index, 'Structural Poverty had by far the 
highest Beta Weights^ • • ^ ♦ ' 

. .Thus. Whether the units of ecological analysis are neighborhoods, 
cities pr states, both zelro-order and multiple^ correlations between rates 
of delinquency or crime a^id indices of extreme poverty are quite high. 
Nevertheless, persons who are skeptical that poverty is a primai:.y cause 
'of xrime point to rich people who violate the law and poor peopl^e who 
do 'Hot. Specifically, Critics of ecological studies point to law-abiding 
individuals in high offense-rate neighborhoods, and to some neighborhoods. 
wjLth much poverty but Jow offense rates. Such exceptions are among the 
reasons*, why statistical correlation coefficients are^less than 1,0, but 
. they may als» be cluef to factors that counteract poverty irt crime 
* causation, . 
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Quinney's (1964) Lexington study, already cited, was one of many to 
find that cohesive family bonds di*stinguish the nonof fenliers in high" 
delinquency areas. Similar conclusions were reached by the Gluecks (1950) 
in their landmark •comparison of delinquents and nondelinquents from the 
same Boston neighborhoods, and also by more recent studies • HirscKi (1969) 
provides persuasive data on family and nondelinquent peer friendship bonds 
acting as "cjontrols" against temj^tations to delinquency to which, he 
suggests, most of us would otherwise succumb, Sociolbgists have also re- 
peatedly demonstrated by illustration--not by adequate statistics--that 
when low offense rates characterize very poor neighborhoods or, towns, ' the 
residents generally are of the same^ ethnicity, have, cohesi^ extended 
famines, and participate actively in local religious or other organiza- 
tions. Examples in the United States include<l Chin^owns and* Japanese- 
American neighborhoods that formerly were both extremely poor and rela- 
tively free of crime. More recent examples are sections of Afri<:an cities 
settled by a single tribe aj compared with mixed tribal neighborhoods^ 
(Clihard and Abbott, 1973, 1976; Glaser,* 1978: 224-25). Yet, interethnic 
mixture is inevitable in modern cities; although the weakening of ethnic 
institutions ahd ^a resulting increase in crime are often its temporary 
consequences, it*s long run effects probably are to reduce both inequality- 
and crime^ / Howe vet, .the most influentia^ assertions that economic condi- 
tions cause crime 'focus on conflict among' groups with opposing i'hterests 
iin the means of production., but these assertions have been a source of 
discord in the academic community. ^ 



SOCIO-ECONOMIC CLASS AND YOUTH CRIME 

Karl Marx wrote little on crime, but designated all private property* 

. • 4» . 

as "theft*" He y^as unsympathetic to criminal^, whom he called "scum" when 
warning his followers against alliances wii;h them*(Hirst, 1975). However, 
eaxly^Marxist cruninologists; notably Holland** Willem Bonger (1905/1969), 
ascribed crime to poverty and blamed poverty on capitalism. This theme is 
wiSely asserted in Britain and the United States by self-styled "radical" 
or "critical" criminologists. 'They procraim that we could "rid society of 
thievery by abolishing the precondition for theft -irnamely private property' 



(Taylor et aU, 197;i;474), igrioring the theft of public property in all 
societies, and that the\iost serious crimes" everywhere are against 



persons, including £hef.t ^f lEtSg.ir legal rights;, . > 

The ecological' data aire|wy cited, and statistics on the .income or 
occupation of arrestees or convicts and their parents, provide ample and 
consistent evident for those who claim that inequality of socio-economic 
status causes crime. Critic^of all political persuasions, Tiowever, 
question the adequacy of official statistics itl;iat link crime to the lower 
classes on two major ground!. The first is that crimes of the upper 
clashes, such as monopolistic* practices, misrepresentations m selling, - 
tax evasion and other so-caJLled /Whit^-collar offenses are not greatly 
ptpsecutecj, although |:heir dollar costs are always estimated as totalling 
many times that of ordinary property crimes, such as theft, burglary and 
robbery* The second is- that ordinary offenses are also committed by the 
middle and upper classes, but poliqe ^d courts enforce the law dispro- 
portionately against low-status offenders. A third, albeit less major; 
criticisfn by some criminologists, is that all violations^^ human rights 
are criminal, and therefore, anyNact fostering poverty, racism, sexism ^ 
or war is a ctime ,(Schwendingers, 1970), There arq^ good methodological 
arguments for defining "crime" more narrpwly^ yet in its broadest legal 
sense, as any act for which a court may lawfully impose punishment; but 
^criminologists should still T^e concerned with how economic elitcfs and 
other pressure groups tend to determine the content of laws that specify 
'what courts ijiay punish (Glaser, 1978^: Ch.2), . • 

Osten^sibly compelling evidence that delinquency rates are not re-i 
lated to socio-economic class was provided by questionnaires given to- 
junior hig^v and high school students, who were aske^ito check which of 
a Ust of offenses they had cpraraitted. Usually these tbrrars were anony- 
mou*s--th9 students' names were not required, but later research shows 
th^t Irequesting nain#s makes little difference in the responses. The 
students werp also a^iked to indicate the occupations of their parents*, 
^ and the surprising finding was that students from every social class 
k grouping of parental occupations reported delinquency at about the sajne 
rates (Nye et-al., 1958; Dentler and Monroe, 1961; Akers, 1964; Erickson 
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and Empey, 196?; Hirschi, 1969). Diverse checks, including use of a lie 
detector, have shown these questionnaire admissions of law-breaking to 
be'quite valid (see Clark and Tiff t,^ 1966) . 

There are two major methodological detects in the above procedures. 
In the first placed all these studies either were (Jone at only one school 
or pooled the responses from different schools* • It is possible thKt 
students within any school develop similar standards of conduct regardless 
of the occupations of their parents--the school is a subcultural unit-- 
but that schools from neighborhoods of very contrasting economic status 
differ in the delinquency of their juvenile subcultures* It is also, y 
possible that the classif ic^tioft of parental occupations, usually by 
census categories, is misleading as an iijdex of socio-economic class 
•when;.different types of neighborhoods are pooled* For example, most 
business proprietors or salesperson!^ living in a slum ma^; h^ve much less 
income than persons with the same occupation who live ii)^ a wealthy suburb; 
the slum residents may average as little as $10,000 per year and the v 
suburbanite's over $100,000, 

The above hypotheses seemed to be valida^fed by Clark and Wenninger 
(1962), who administered (questionnaires in a poor rural school district 
an inner cily metropolitan ghetto, an . extremely wealthy suburb, and a 
small industrial city. There was no marked relationship within any of 
thiese districts between father^ s occupation and admitted delinquency, but 
on the whole, offense rates were lowest in the rural ar«a and highest in 
the slum ghetto* The slum juveniles reported/more theft\ violencp, tru- 
ancy from school, deliberate disruption of school activities Snd vanda- 
lisiii than did youngsters elsewhere. The suburban students reported more 
drinking, gambling and use of pornographic literature, offenses probably 
reflecting their affluence, as well as a fair amount of truancy, Ha^^dt 
(1968) reported similar findings in comparison of lower and middle class 
^^ipl^b or hoods of- another metropolitan area* It should be stressed, how- 
ever, that the contrasts between neighborhood admitted-delinquency rates 
reported(^in these studies were not nearly as great as those indicated by 
police records* Hardt procured arrest records for th^" areas in which 
he gave questionnaires and he also' asked, the JJtudents whether they^ had 



been ticketed, or arrested by the police. The results ••showed that police 
are much mbre inclined to arrest in poor than in middle class areas. ' 
Several case Studies of middle and >dppeV class delinquency (e.g./ Cham- 
bliss, 1973) also indicate the easi- with wl>ich some affl:uent youth can 
"get away with" crime. * ^ , * 

A second source of error in these studies is that the mdst/' delinquent^ 
students are likely to, be truants,' hetiee absent .wKen the questionnaires 
a|e distributed. This biases the research to underreport delinquendy. 
Such an error was demonstrated through a itudy in 'London, by 'the Canadian 
sociologist Lynn*McUonald (1909), who found neighborhood differences in 
|(imitted 'delinquency analagouc to those reported by Clark and Wenninger 
and by Haydt. VWie'n" she xraced and contacted most of the students who 
were absent when she administered her questionnaires to the schools, she 
found that they had higher crime rates than ^'hose'^ who were present, and 
that absenteeism was highest in the low status areas. 

An additional d^efect not inherent in the above type of methodology 
characterized most of the early studies. In order to have offenses that 
scaled statistically, so that they could ask ahieiut many offenses but as- 
^sign a single delinquency score l(o each studefi:, the researchers in- 
cluded inquiries on very pet^y infractions, such as speeding, and deli- 
berately disobeying parents. Some also failed Jo ask abdut.the frequency 
of offenses. Virtually all studies tha^ provide separate data on a wide 
range of offenses and' by frequency, even within school districts, find 
that children of low status parents differ from those 'of higher status 
in ^eportiffg that they more often used violence and stole items of 
appreciable value (see also. Gold, 1970). 

These admitted offense questlGMl^itrires have been used almost exclusive- 
ly with students. In their -one major application to adults (Wallerstein 

-and Wyle, 1*947), «^ amazing volume of serious offenses were admitted, but 
the study's only staltement on the relationship of crime rates to status 
was that: "The mean number of offenses committed in adult life (oVer age 
16) for men, classified according to occupation, ranged from 8.2 for 
niinisters to 20.2 for laborers, with a mean of 18 for all meft." . 



. During 1973 the U.S. Bui^eau of the Census conducted a national * 
sample survey for the Justice Department in which persons were asked 
if they had suffered any of a list of major crimes in ^he previous year, 
in addition to questions oh 'their social and Economic characteristics. • 
Those who reported "the lowest annual incomes .most often reported victim- 
ization from assaults and robberies from the person, but the poorest and 
,the wealthiest were highest in household burglaries (Law Enforcement 
Assistance Administration, 1975:18,-22). Since all of these crimes ex- 
cept ^burglary of affluent homes are usuaHy ascribed to youths in the 
area and since a neighborhood's residents. tend to be of similar economic 
status, one can infer from the victim's reports that such crimes are 
committed Inost often by the poorest youths. The relationship^ of 
victimization rates to income were similar for blacks and whites. 

In summary, the traditional conclusion that the lowest socio^ 
economic classes have delinquency and crime rates greater than those of 
the upper classes is predominantly supported by questionnaire studies, 
but less strongly than by arrest rates. Therefore, it is erroneous to 
assert that all socio-economic classes have the same law-violation .rates 
most typeF of ordinary crimes are demonstrably perpetrated more often 
by poor than by af if luent youths. Yet so-called white-collar offenses 
certainly are committed most often by adults in high-$tatus oc^ap^^tions, 
since they have the most opportunity to engage in such crimes. 

^ CRIME AND THE BUSINESS CYCLE , ^ th 

Efforts to relate fluctuations in tjie frequency of crime to changes 
in various economic indicators, from unemployment rates to the price of 
rye, were undertaken during most of the nineteenth century in Eurppe, 
and were extended to the United' States during the twentieth century. 
The results were highly inconsistent and controversial. After surveying 
these undertakings. Void (1958: -164-8!) concludes that : . .assumptions 
involving either positive or negative relationships with economic condi- 
tions may be supported with some show of statistical significance. The 
obvious inference is that the general re/ations of economic conditions 
and crini*P8ility are so indefinite that 4o clear or definite conclusion . 
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Despite the pessimism ;t1mt this earlier research evoked, studies 
during the past twei^ years'-have qUite consistently related variations 
in crime rates* to shift sj^in the extent of unemployment, especially when, 
they also considered interacting Variables. Glaser and Rice (1959), 
controlling only for age, found marked positive correlations between 
arrest rates of males twenty-one-yeat-old or older in Boston, Cincinnati 
and Chicago during 1930-1956 and U.S. national Age-Specific Male Labor 
Force Unemployment rates, but negative correlations persons under 
twenty-one. The positive correlations of crime with unemployment for 
men twenty -one aind oyer were especially marked and consistent for theft 
in all three cities/ tut only in Boston and Cincinnati for crimes against 
persons and for misdemeanors: Chicagc^ had a variable pattern on these 
two types of offenses. The inverse correlation of arrest rates with 
unemployment for mal^s under twenty-one was consistent in all three 
cities only for crimes against persons and for -misdemeanors, but not 
for the positive correlations for men twenty-one and over. 

The Glaser-Rice study focused pn these three cities because they 
were le only places for which we could find age-specific arrest rates 
compiled in a uniform, manner for a long range of years/ The FBI's age- 
specific national arrest totals had a highly variable population base, 

many years came only ^from cities that comprised under half the- 
United States population, and reflect drastic changes in methods of 
collecting arrest information, especially after 1952; thus we had no 
way of knowing for any long range of years the pdpulation base from 
which to convert the FBI arrest data to' rates. Nevertheless, we cal- 
culated each /4g6 group' s proportion of , total' arrests from the FBI figures 
for 1932-1950* anil correlated th^se propoiftibns with the percentages of 



' UJS. Labor Force Unemployed in these years, fhe correlations were con- 
sistently positive for ages twenty-one through thirty-four for property 
crimes, for crimies against persons, an4 for misdemeanors; they were con- 
• ; sistently negative for arrestees eighteen and under for property crimes 
^ and for crimes against persons, but th*y were also negative for all* 

three categories of crimes for persons thirty-five and over, and were 
inconsistent for other .age and of fense groups. It is possible that the ^ , 

E^C - . /.3U 



negative correlations for those thirty-five and over are artifacts of' 
lising proportions of total arrests instead of rates for each age group, ' 
since this procedure makes figures for the^ various' age categories inter- 
dependent. Incidentally, similar results- were obtained using total and 
age-specific unemployment rates. ♦ 

In-planning this research I wished to control for age because I ^ 
presumed that unemployment would most strongly affect crime rates for 
men over 'twenty-one, most of whom are in the labor forcrf. I hypothesized 
that juvenile offenses, conversely, might increase "in periods of . full 
•'employment, because then more motTiers enter the labor ' force .and there 
is increased use of commercial recreation that separates parents from 
chWdren. TheSbinding that positive correlation with unemployment ' 
for men over twenty-one. was strongest and most consistent for pifoperty 
crimes (since these ^re illegal substitutes for jobs), 'while negative 

correlations for juveniles Were more marked and consistent for crimes 

/ ■ 

against perspns and for misdemeanors (which are mostly either violent 
or disorderly acts), seemed to support the theory underlying these hypo- 
theses. ' ' " ' , . 

Gibbs (1966), however, offers an alternative explanation for our 
findings. ^He interprets our data as support fot his theory of status 
integration,- with which he has analyzed various forms of deviant conduct 
and u^iually has procured positive but also* debatable results (see L^^ 
1971). Essentially, the theory asserts that conduct will b6 most deviant 
under conditions that are most uniiisual for persons in a given status, and 
unemployment is least unusual in our society for men over ^twenty-one and 
under retirement age. Incidentally, inspection of the r^w data^ indicated 
thatWery high juvenile arrest rates accompanied full employment of adults 
only during the World War 11 and immediate postwar years, when numerous . 
adult males Were away in the armed forces and many families were relocated 
far from kiny leaving adolescents especially on their own. 

More recent research relating crime to unemployment has been done 
by economists. They used much more sophisticated statistical methods 
than were previously applied to this. task. The major study is that of 
Belton I^leisher (1966) , who limited himself to offenses by petsons under 
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twenty- four-y'ears-old. * He used multiple-regression analysis, adding 
many variables to the unemployment and arrest data, including: (1) the . 
number of men\in the armed forces, to take intp account the effects of 
war mobili2:ation on family life; (2) what he^ ^Is "taste" variables, 
namely, the proportion of women over fourteen-years-old who are separated 
or divorced, the proportion of residences that are owner-occupied ^ and 
the median years of schooling of the adult^ papulation; (5) dummy variable 
.'•for region and for "years^ in which' there were changes in the FBI's method 
of collecting age-specific arrest data*; (4) additional variables for 
social' conditions, notably percehtage nonWhites and geographic mobility 
of, the population.. He applies these variables to relating unemployment 
and crime either longitudinally over time Or cross-sectionajly at one 
time^, to .101 U.S. cities and s^ejuty- four Chicago census trdct3 plus 
forty-five Chicago suburbs^ and also presents' some British data. His 
time-series analyses show marked positive correlations, especially for 
tho4e over seventeen, but a negative ..correlation for those under seven- 
teen in England and Wales. His cross-sectional analysis, which is really 
an iBcological study, finds youth arrests in high arrest rate areas more 
a function of mean income tfian of .unemployment rate. He estimates that 
in these areas "a ten per cent rise in income might well result in a 
twenty per cent decline in delinquency." Although one "dare not extra- 
polate that a fifty percent increase in income would eliminate delin«-^ 
quency, there is much to be leamd# from his data and his cogent 
commentary. 

Phillips, Votey .and Maxwell (1^72a, 1972b) extend Fleisher's ana- 
lysis somewhat by: (1) considering as. separate independent variables re- 
lated to jun employment (a) the race.^:specific proportion of an age* group 
in tKe labor force (whj.ch has declined for youth' as more gQ^. to college, 
but also AS more give up searching when, long unable to get jobs), (b) 
race-specific rates of unemployment, and,(c) the fraction of eighteen- 
and nineteen-year-old males of each race in the noninsti^utionalized 

'population (whic}i changes mainly from shifts in the size of our armed 
forces); (2) considering as separate dependent variables the four most, 

^ frequent property crimes --larceny, burglary, robbery and auto theft-- 



only for eighteen-and nineteen-yeal^-olds/ Because of collineafity, 
tl^ independent variables pV^icted crime rates better if racial cate- 
gories were combined and all the population was categorized by pither 
of two trichotomies: (1) working, nonworking r (either unemployed or not 
in the labor forqe) and other; (2) in the labor force; not. in the labor 
orce and Other. Variations in the values for each of these two triy 
hotomiea predicted offense' rates e^ally well. Age-ipecific offense 
rates werV estimated for youth by divrding the proportion of all^arrests 
^ iTi the eigVteen-to-nineteenryear-oId'age category by 'the ratio of 
clearances liy arrest to total reported offenses; this assum^esTlhat there' 
\s the same Uge distribution- in nonarreit^d^ as in arrested offenders. 
These procedures permitted remarkably accurate estimation of youth offens 
rates from the employment data. They conclude that the increases in • 
youth crime rates during the 1960s did not indicate that youths \^re 
becoming more criminal. but rather, that the ^economic difficulties con- 
ducive to their committing crimes were increasing (see. also, Votey and 
Phillips, 1974). Several other multivariate regressions of crime with" 
unemployment, have been published (e.g., Ehrlich, 1973; Greenberg, 1978), 
but none, I believe, that fdcus on youth crime. 

Discussion of crime and the business cycle should not be concluded 
withoi^t considering some rather remarkable fluctuations in the offense 

♦ 

* rates of metropolitan youths, that occurred in the late 1960s and early 

* ■ . i ' ' ■ ■ ' 
.1970s which, as far as 1 know, have not been analyzed by economists. 

Nationally, homicide rates increased from 9.6 to 18. 4 per 100,000 in 
cities of over a million population between 1965-1970, and reached 
24.6 irf 1975, but decliYied slightly thereafter. This was mainly a* metro- 
politan phenomenon; the national homicide rate changed from 5.5 in 1965 
to 8.3 in 1970 to 10.2 in 1975, and all city categories of less than a 
quarter-mil lion had increases less pronounced. than the surge in national 
totals. Tjhe rise in robbery rates reported to the FBI was even more 
pronouncedy from 1965 to 1970 in cities of over a million, increasing from 
221 per 10d0,0Q0 in 1965 to 778 in 1970, then only to 879 in 1975, and 
declining thereafter; the national robbery rate went from 72 in 1965 to 
17?/ in 1970 to 218 in 1975. / • 



There are no" published national tabulations to in^Jicate the cDntri- 
bution of different age groups in large cities to such increases 4n these 
two types of violent crlmfe* Special studies for Chicago, hpwever, 
probabjy indicate developments in ;illost metropolises of the United States 



in this period, for the sac 
were similar in many cities 



ial and cultural groupings and sentiments 

etween 196S and 1970 the rate df homicides 
note^by the Chicago polic^ore than doubled, but homicide arrests ^ 
of black males fifteen-to /twenty-four-yeai}6-old almost^ tripled and homi- 
cidd victimization rates/for this population category more than tripled. 
During this period the Percentage of homicides that occurred_in the course 
olc robberies *Tose from/ eight to eighteen in Chicago but the number 

»■'■■/ 

robbery . killing's ascribed to offenders fifteen^-to twenty-four-years-old 
increased more than sevenfold, with both arrestees and victinjs in these 
offenses disproportionately- black. There was also a 791% increase in 
the mimber of homicides ascribed to groups of black males, aged fifteen to 
twenty-four, as compared with 136% increase in the 'homicides alleged to 
e been done. by lone offenders in this population category. Finally, 

he proportion ^of homicides ascribed to black males aged fifteen to twenty- 

/ • ■ ■ 

fatir involving the use of firearms increased 444% between 1965 and 1970, . 

ompared^ to 69%' for their homicides by all. other means CBlock and Zimring, 

1973),.. These trends continued through 1973, but were less pronounced 

afl^er 1970 .(Block., 1975)^ -. ■ . 

The distiiTClnwe feature of i;he early 1960s in the history of the 

United States was the progress of the civil rights movement. This greatly, 
increased expectations of increased equality of opportunities anfftng black 
youthij. The lag in\^alization of these hopes, especially in the metro^ 
polita)n ghettos, is alleged to have bee/ the. main factor in precipitating 
a series of riots in these locales, beginning with the Watts riot in los 
Angeles in 1965. These-disturbances intensified following the assassina- 
tions of Martin Luther-King and Robert F. Kennedy in 1968, but were largely 

^^"^ — ^ewninated in the edrly 1970s. . \ 

From 1965 on, the mass media vividly portrayed this violence, bring- 
ing it pictorially into everyone's living room. This 'furthered both black 

'4^ youth violence and white backlash. More than. ever before, the nation be- 
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came an armed caimp, with manufacture and importation of handguns rising 
from one million in 1965 to over three million in 1969, then declining 
to about two million annually by the mid-^1970s (Newtor\ and Zimring, 
1969:174; U.S. Department Qf Commerce, 1976:156) ' 

A To claim a full understanding of this upsurge in .violent crime 
would be presumptuous, but it seems . reasonable to infer that it was, in 
large part a' consequence of a growing sense of relative deprivation 
among ghetto youths. . Their frustratiorivat the inaccessibility of legi- 
timate ways to realize the "American dream'* that Dr/ King had portrayed 
evoked an anger that usually wa.s directed at the most convenient targets, 
other blacks. But the wave of ghettp riots were followed by some re- 
duction of both perceived and actual inequality--social, political, and 
economic--suf ficient to^acilitate further progress by nonviolent means. . 
Although social scientists debate how much this progr^ss^has slowed down 
\ in- the 1970s,'' it does not appear to have stopped;, black* youth increasingly* 

have seen prospects of improving their lot by education, and have gained 
. much white collar employment, despite the fact that an a^cademic degree 
may be less of a guarantW of a good job t\y^n it was a few years ago 
(Hauser and Featherman, 1976; Taussig and Danziger, 1976; Farley, 1977). 
It would be interesting to\letermiile whether there was decreased predict- 
ability of black youth crime \ates from employment data during tHe 1970s, 
and whether yo\ith in the LatinoXbarrios of our metropolitan areas are 
beginning an upsurge similar to ti^at of th^ black youth a decade earlier, 
for somewhat comparable reasons, 

EMPLOYMENT STATUS OF OFFENDERS AT*THE TIME OF THEIR CRIMES 

■ ■ . 

A fourth method of investigating the economic factor in law violation 
|ias been to try to determijie the rate and quality of employment of offend- 
rs at the time they coimnit their crimes^ Suqh inquiries are most easily 
rsued when research subjects are under some type of government contro/. 
Methods used include (1) interviewing convicts in prison about their em-*- 
ployment when they committed their crimes, (2) correlating the employment 
information routineljf collected on probationers and parolees while they 
are under supervision, <with their subsequent recidivism rate, and (3) in- 
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terviewing them regarding their' employment when they make their required, 
regular visits to the supervision officq^. 

All the 4bove procedures were Used in Glaser^s (1964) study of 
feiieral prisoners and parolees. The parolee interviews were replicated 
and extended W Pownall (1969). Only a quart ^ of the federal prisoners 
were found to have been employed during 75%jmiore of their last jtwo 
yeiars in the community, 38% were employed^^to 74% of this' time, 27% 
worked less than a quarter of this period and 6% not at all, whije 4% 
were students throughout these last two years out. Postrelease, employ- ■ 
ment and earning rates were inversely related to recidivism rattes on 
.parole. Also, in almost all probation and parole prediction studies 
testing this variable, prior employment is inv^ersely related, to recidi- . 
vism. , . . , 

A 1974 Bureau of the Census survey of inmates in state pt-isons,^ 
conducted for the Department of Justice, concluded from response^^^of^ 
the prisoners that almost ha\f had worked for twenty-eight weeks or less 
on their last job, 42% had annual incomes near oi; below the $2,492 then 
designated by the government as the poverty level, and their employment 
was disproportionately in unskilled labor, operative and service jobs 
(U.S. -^ Department of Justice, 1976:25). A Rand Corporation study probed 
in depth 'the official and actual crime and work careers of forty-nine 
California 'prisoners convicted of robbery who had at least one 'prior ' 
prison term. . The study found that only about half had depertdjpd on a 
regular job as their usual source of income, that 10% never were interes 
ted ii\ a regular job, and that only about 15% claimed that loss of a job 
had -contributed to their committing their last offense. Most of their 
jobs were of poor quality, but those with the best employment records J 
Were the most intermittent in their offenses (Petersilia et al., 1977). | 
A" Rand survey that contacted about 14J0O inmates who offered a fairly 
representative sample of Califamia prisoners, found from a factor ana- 
lysis of their responses to probings on the motivation of their crimes. 
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that ajbout equal weight was given by them to economic duress (e.g., los:^i 
a job,' heavy debts) and "high times" (e.g., to get money for drugs or 
alcohol, excitement and kicks). Those with the most stable employment 
had this least involvement in crime (Stambul and Peterson, 1977) ; 

.-, . ' ' ■". ■ ■ ,v. ^' • .* ■ 



♦ That 'destitution evokes crxjBe is suggested also by experiments in 
Califnrnia ^nd Maryland which demonstrated that recidivism of parolees 
is reduced i'f they are paid inodest Hans-^-SeO to $80 per. week for up to 
'\2 or 13 weeks--when unemployed (Reinarman and Miller, M975; U#S/Depart- 
ment of Labor, 1977)/ These programs were justified, in part,, by the * 
fact that eli^bi'Uty for unemployment insurance requires a minimum ; 
amount^ of insurance-covered employment' during the preceding 12 to 18. 
months (amount and duration depend on state laws), but a person confined 
in this per^^rcrd (e*g., as an inmate .of a prison or a. mental hospital) 
cannot have such employment/ I understand that repetitions ,of these* 
experiments in Georgia and Texas did not insult in recidivism redaction, 
but reports on these studies. are not yet available. However, California 
in 1977 enacted S.B.244 which prpvides credit J^or work in prison toward 
payments when, unemployed on parole* - 

\Sl:udies of offenders' circumstances, like the other three types 
of inquiry into economics and critne reviewed here, leave the. impression 
that extreme failure at legitimate eriiploymeiit is highly correlated w^h"" 
serious law violations.^ Yet this correlation prolj ably is imperfect not 
only because of measurement' difficulties, but (1) because of variatious 
'in the way people assess their^econoipic deprivation, and (2) because 
of other social ind cultural influences inhibiting or fostering involve- 
ment in crime. Some of the latter influences- may affect not only crime, 
but also prospects of employtnent. . - 

SOCIOCUITllRAL- AND POLITICAL FACTORS IN TODAY'S YOUTH CRIME 

* ■ 

I Any. study of youth unemployment and j^outh c^ime^ould analyze* the 
history of tKese problems* A view df the past yields someWhiat different 
conclusions for different types" of - offense (elaborated in Gla^er, i9Z8), 
but" suggests that for most yputh,, crime? in the United Statps today^three 
developments ||pfe: especially influential: XI) social separation of youths 
from' add! ts', (2) -"differei^ation yof students in elementary and secondary 
school experience, and (3) futile' criminalization of some t:ypes of drug 
use* i(pTie3e trends, it can be argued, not only supplement unemployment 
in causing youth orimes hut also cause much youth unemployability. 
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Segregajtion of Youth . ^ ' ■ 

Forraefly, the activities^'of aHm.t^ and children were much less 
*separate than they have now become. The rapid increase in ownership of 
home appliances/ automatic central heating, no-iron clothing and pre- 
processed food has steadily diminj^k^d the .^ime required for household 
chores. and the extent to which/they are shared bV children and parents. 
The replacement of small family businesses by cdrporate enterprises has 
Eliminated what once we re intensely collective interests *of the parents 
and all their offspring old enough to help; family businesses have shrunk 
froin tjie major .form of employment to a relatively small role in out 
economy, especially as the proportion of the population engaged fin 
fa2*ming has declined. ^ , • 

The time that youth spend in ^school has grown continuously. ^ The 
•median- lever of education of our population over twenty-four-years-old 

^ rose from 8.*6^years in 1940 to i;2.1 in 1970. - ^Contrastingly, until the 
begiVjning of the twentieth century a majority »did not even enter high 
school and until about 19S0 mpre- entrant's dropped out than graduated. 
The academic year has been lengtfiBrted by mote than a third during the J 

i past hal'f-century. The amount of time that students spend away from ho0[^ 
per school day an.d on weekends has^^ also grown because of burgeoning extra 
curricular activities in School andNys^ercial recreational activitijes 
catering primarily to youth* These developments, plus more employment 

•of both parents away from home, have steadily. expanded the proportion of 
their waking hours in which youth .are in close personal contact only with 
persons of about their own age (GiUis, 1974; U*<3. President's Science 
Advisory Panel on^outh, 1974*; Glaser, 1978:Chapter 8). 

A basic law of sociology and ^anthropology is that social s'feparation 

• I^oduces cultural differentiation. . Because of their dhTffi^eased Reparation 
today's youth pr.obably diverge froin their parents in tastes and values 
more than did youth of any formdt era. This contrast between the genera- 
tions is readily evident: in their rausip and dancing preferJhces, and it 
was* demonstrated statistically try the 1977 Gallup Poll findings that most 
Americans eighteen to thirty ye^rs old had smoked marijuana, but only 5% 

^ of thos« over i^ifty had tried it. Such geneMtional differences probably. 



can be reduced only by increased collaboration of juveniles with adults 
in common interests*and activities. Unless the age segregation in our 

" * * 

society dimiijishes, not only will the generations disagree on marijuana, 
but many youths will be ^specially deficient in ^qualifications for 
successful employment in today *s industrialized and urbanized society.. 
These handicaps, however, do not divide the generations as much, as they 
differentiate the* youth population, and they result from conditions in 
our schools. I 

• 0 

Differentiation of Students 

Because the years spent |^ school and the schoo4days per yejir have 
grown while time spent by youths with their parents has diminished, the' 
school's potential influence on the younger generation probably has 
increased. But those who become seriously retarded in basic learning 
skills in the early grades find theVr classes in, subsequent years 
especially frustrating, humiliatiflg^ and boring. All youths seem to seek 
respect from peers, and those who cannot get it by academic work search 
for it in alternative types of activities, including delinquency. More 
than ever before, research finds that dislike of school, poor grad*, 
and classroom'.misconduct are predictive of later law violations, both 
when offenses aye measured by infractions that Souths admit on question- 
naires or by their arrest records (Hirschi, 19G9; Empey and Lubeck, 1971; 
Polk and Schafer, 1972; Frease, 1973). Multivariate analysis indicates 
that a poor school record h^as become more' closely related to delinquency 
than belonging to a lower socio-^economic class or a minority group (Polk 
and Halferty, J966; Jensen, 1976). When juveniles acquire delinquency 
records while in school, howevei", their rate of ^further offenses diminish 
es if they drgp out and declines eVen more if t\ey also marry, get jobs^ 
or both; thus delinquency becomes less persistent if they leave the iso- 
lated social .and cultural world of adolescents maladjusted to the student 
role' and acquire legitimate roles in the adult wd rid (Elliott ^nd Voss, 
1974). 

, Contrastingly, students who like school and are fairly successful in 
meetii^g its academic requirements are thereby prepared for legitimate 
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adult* roles^* They usually are less separated ani alienated from adults 
than student? doing poorly in school, and tKey are much less likely to 
PcquiT^ a criminal record. Engaging in extracurricular activities is 
also inversely correlated with law violation (Hirschi, 1969), and such 
activities other than athletics are especially associated with later 
mobility in adult occupations (Spady, 1970; Otto, 1976) • 

It is probable that both classroom and many extracurricular groups 
prepare youths not ^ust with substiitiv.e khowledge needed for adult 
occupations, but with a complex of lifestyle j,and common i cat on habits 
needed for successful employment in modem large-scale formal organiza- 
tions of business and government* Restriction of their^^ocial experience 

almost exclusively to informal sftfolescent groups may well be a major 
♦ * 

factjoa^in the failure of many delinquent youth to meet the requirements 
of jobs provided for them (Loeh, 1973; Glaser, 1978; 178-81) . This, of 
course, is in addition to the stigma of a criminal record and, in many 
cases, to disabling appetites. 

Drugs and Crime 

^ince ancient, times various substances ^ave been consumed by humans 

in order to alter their moods. Alcohol has probably always been the 

drug most widely used for this purpose^ but Opiates have a long history, 

as do marijuana and a derivative of the^same plant, hashish. Cocaine 

and amphetamines Vis 0 supplemented coffee and tea as stimulants in many 

times and places. Today 10% to 20% of the adiilt population in many 
cottmunities take tranquiliJfcers and sedatives under very liberal medical 

prescriptions' or without this legitimation, although mo^t of these 
commonly usdU substances are clearly more disabling than marij^uana^ and ' 
some other legally prohibited mood-altering substances • Which one of 
these chemicals becomes legitimated and which outlawed has not been a 
function of the biological or psychological dangers inherent 'in their 
use, but of the political tactics of various interest and status groups 
(Goode, i972;vGlaser, 1978:Chapters 2 and 10). 

The histoVy of .all of our drug prohibition legislation seems to be 
one of ineffectiveness, largely because the participants in drug use do 
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riot corisider themselves victiraized and therefore do not complain to the 
police. Consequently, only'^a small percentage of users and sellers are 
caught. When the substances are highly addictive,- users have a very 
inelastic demand for them', making their sale so profitable that whenever 
l«w enforcement cuts off one source, others expand and new supply channels 
soon open. Also, when scarcities develop, ^ome drugs are substituted 
for others. If the substances not only are highly addictive but their 
cost becomes more than most users can earn legitimately,^ they resort 
, to crime to pay for drugs* Then police actions that make ihc supply ^ 
short and the price^ high increase the amount of property crime and pros- 
titution committed by addicts (Fuji, 1975: Votey and Phillips, 1976). 

In addition, when prohibited substances are widely used, even by . 
persons of influential sociay status > as alcohol. was during our national 
" Prohibition Era and marijuana inci^easingly has been in the past decade, 
enforcement of laws against them becomes glaringly haphazard.' This 
development alienates enough of the population to , nurture a gradually 
successful movement for regulation rather than prohibition of the ^ 
substance, with responsibility for combatting injurious dse transferred ^ 
from the^ police to public- health and education agencies. This has 
happened* with alcohol, may be on its way with marijuana, And has been 
initiate^d with opiates through methadone maintenance programs* All 
su^ decriminalization reduced crime and other social tosts from use of 
theSe substances-, and probably diminished emplpyment impairment as well. 
Unless this shift from prohibition to regulation accelerates, the high 
copt of youthful drug abuse* will undoubtedly continue to be a major 
sourcfe of both clrug and property crimes by youths, as well, as an impedi- 
ment of efforts to reduce their unemployment rates (these themes^ are ^ 
elaborated and |^oc\imented in Glaser, 1978;Chaper 10) ♦ 

. CONCLUSIONS * • - ' 

h ^ ... 

' To combat youth crime is largely futile unless an efrort is also 

made to assure legitimate employment for youths* To deal effectively 
with bpth youth crime and youth unemployment in the United States today, 
^ however, major social, cultural and political developments ^nust be 

ER?c - . ' 
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taken into account i Perhaps the most relevant and least recognized of 
t these developments are the separation of youth social worlds from those 

» ' ■ • , 

of adults,' the diffexentiatioi) of youths in school adjustment, and the 
futile criminalization hf substance abuse, ^ 

^ The practical implication is that youth c^ime reduction in the 
United States today requires not only full employmen'^, but imaginative. ' 
experiments, recognizing that each innovation probably will be effective 
for only a segment of the total offense-prone population* The many 
possibilities include, for example: subsidizing' part-time employment . 
of youngsters in junior high and high schools conditional on their 
progress in part- or full-time schooling, placing such youth individually 
or in very small numbers at work in a liarge variety, of adul't v^orkplaces, 
treating small groups of students of mixed age and achievement as colla- 
bqrative teams competing not as individuals, but for rewarded increase- in 
the team's .average scholastic and conduct attainments, involving youth 
in formal, management committee? of mixed-a^e composition -for matters that- 
affect their daily lives (e.g., managing their recreational facilities, 

planning the^ir cafeteria menus), changing youth corrections establishments 

, > 

from large storage institutions to small places with well -mixed staff and 
inmates plus ""much rewarded hard work, making abuse of \psychoactivp drugs 
of all types primarily a public health system rather tnan a criminal jus- 
tice concern, decentralizing police and courts*to get vhelK closer to their 
clientele and^oriented more to involving than to fighting our younger 
generation. All such endeavors require analytic rather than the . customary 
global evaluations; we need to learn what works for. whom, under what 
circumst^ces and above all why or why not, rather, thaj^ assessing each 
policy only on whether or hot it is a panacea (since none is, and all are 
easily rendered ineffective or even com^Syroduc^ive by poor personnel 
in k6y positicAis), ^ 
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' . racial; differentials in male youth unemployment 

#By: Paul Osterman . 



ABSTRACT 



This, paper seeks ♦to understand the source of racial unemployment 
differentials for young men. T|ir^-.^a^roach is to estimate a model of 
youth unemployment separately for black and white youth and to com- 
pare the results for the two groups. The model consists of an equa- 
tion for the duratiqji of a completed spell of unemployment and equa- 
tions estimating the probability o£ quits and layoffs. ' The re'sults 
indicate significant racial differences in unemployment duration 
which persist even after cpntrolling for various personal characteric^ 
tics pnd labor market demand/ On the othfer hand, the probability of 
a layoff is nit much higher for blacks than whites and blacks are 
foui\d more plpne to quit ii\tO; 'unemployment . ■ - 

The firtal section of the paper examines the consequences of un- 
employment find finds that for whites the experience . of unemployment 
seems to ha\^ few long term effects. However^ for blacks high un- 
employment h^ long-term adverse donsequences . and low unemplojjment 
seems to have long-term benefits* 



INTRODUGTIOH 

The reiiarkably high unemployment rates experiencied by black 

yoiith .are probably the most serious blot on the recent economic 

record, and Ithe recent reduction 'in .overall unemployment has not 

approeiably Ipased the plight of young blacks. 

To a cettain Ssxtlfiit the high unemployment rate experienped by 

black youth ife due to. causes, common to all young people, the hiring 

practices of stable- employers and the restlessness of youth, and. 

\ \ , 1 ' ^ * 

will disappearV with age. The outstanding question is why the 



r. In 1976 the unemployment rate for Black men was 34% for 18-19 
year olds, 20.7% for 20-24 year olds 'and 11% for 25-34 yeaq: olds. 
The ^ comparable figures for whites were 15.5%, ld.9%, and'S.6%. 

- Although these are cross-sectional data the pattern is also 
found in longitudinal samples and persist^^ after controls for 
education and years in the labor force. In piirt this pattern 
results from a change in the 'behavior of*youth- -quits decline 
with a^ge as do exits from the labor force--^and in part from 
the reluctance of stable employers to hire. teenageJps.._See^ 
Osterman (1978) and Lester 01954). : . » ^ 
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differential is so large between the experience of the two groups. 
This differential is tUg^JLfiEic of this paper. 

There are important myHeries a&sociated with this differential. 
It is not enough simply to assert that "black youth unemployment^ 
stands in a relatively fixed ratio to white unemployment and that 
therefore the high recent rat esj experienced by black youth are not 
unexpected. The fact is that tie expedience of black relative to 
white teenagers has been worsening. Particularly* for males, in the 
mid-sixties a shift seems to hOTe occurred and the relative position 
of blacks deteriorated. Why this occurred, r^* unclear. Some have 
suggested that labor supply shifts are the cujlpri^. For example, a 
variable raeastiring the ratio of youth to adults in the labor force % 
tends to be significant in time series regressionsN^orJ^lack unemplpy- 
ment but not for whites. However, in the absence of a convincing 
^ story about demand it is not*clear why a surplus of younf" blocks 
should increase their unemployment rel^ive to whitens instead of 

4 

doing damage to both. Such a demand-side story would presumably 
emphasize discrimination, but here the mystery deepens. During the 
same period in which the unemployment ^situation of young blacks 
seems to have deteriorated, their earnings relative to whites improved 
There is convincing evidence from a number of sources that rates of 
return in earnings functions have been roughly /(though not entirely) 
equalized across racies. Even in the absence off equalization the 
trend, seems definitely positive* It is difficult to reconcile this 
'•new labor market" with respect to earnings with the unemployment 
experience. ' ' . 

In addition to supply and demand explanations there are also 
some possible structural stories. One of these is the minimum wage. 



2. Between 1950 and 1959 the ratio of black to white unemployment 
* /for 18-19 year old males was 1.48. Between 1960 rfhd 1965 the « 
ratio was 1.75 and from 1966 to 1976 the ratio was 2.16. 



.but. I .'do not f;ind it -convincing^. Even. granted a ^disemployment effect, 
' recent. evideR^©. doe's not suggest that the ratio of blacH to white ^un- 
eiI)I)lo)aneit|^hai 4e%etiorated because of minimum wage increases. 
Another p^^^slble expfajiation is suburbanization of employment . Wore ' 
so than adults, , youth tend to work near hoipe'and if youth-intensiye 
jol?s have- moved out of reach then even in the absence of discrimina- 
tion black^oj^ could be saturatingf^the inner city job market^ 
This seems^^ssible, but it piust be ^kept in inind'that suburbani^ati 
is a trend which* predates tl^e mij{J-sixties ' and that youth-intens^e 
jobs (service and t^ade em^l^j^ght) have nOt sUburbanized as rapidly.. 

as manufacturing'. r\ 

\ ' • { ^ •■ . ■ - 

This paper:will address d considerably more limited set of' 

questions than those posed above. Operating in the context of the 
"new labor matket" |findings and using the viewpoint and kind of tools 
generally associated with that analysis we will famine whether 
differences in background characteristics and tastes can explain* the 
cross-sectional differences in the unemploymeitt. experiences of black 
andc^ite youth. This investigation is important because if back- 
ground characteristics , can "explain away" thp difference in black 

and vHite unemploymenigpxpferiences^' to the* same extent that tHey can 

' I 
earnings differentials, then this might im^lf less attention, to the / 

.hiring practices of firms and more attention both to improving the - 

endowments*. of black youth and to structural factors such as the 

suburbanization o£ employment opportunities. On the other hand, if 

'it appears "-that black youth face different demand curves, then renewed 

effbrts at ^ual* employment ppport unity programs and ^Strengthening 

the pj^cemepC capabilities of manpower programs and schools may seem 

importWtT Tq anti^tpate'thQ answer, the results below show that 

after cpntrolli^g for various factors the unemployment gap narrows 

but that an import iant^ fraction of this gap- cannot be ''^explained ^ 

..aWay." " - * 

: . The next section of this paper will present and estimate a*^ 
• ctoss-sectional model ot^teenage unemployment, using microdata 



Following that, in the final section, I will briefly discuss a 
topic to which surprisingly littl^ a^ention has been given, the 
long-term conseqt»eiices\ of teenage unemployment and how this varies 
by race, 

A MODEL OF YOUTH UNEMPLOYMENT * . ' 

^ The idea underlying this approach is to estimate a model of 
youth unemployment separately for blacks, and whites and then to 
compare ti\e structure of that model across the two groups. In this 
manner we can try to determine to what extent the different out- 
comes are dU0 to different values of the parameters, i.e., differ- f 
enc^s in treatment of behavior, and how raucit^hey are due to differ- 
ences in the valu|s of tl^e variables^ i.e'. , differences in endow- ' 
ments. . . 

Modem theories of unemployment distinguish between spells and 
duration. A, group may suffer higgler unSnployment .rates either be- 

'cause it hasy a disproportionate number of spells, though each spell 

end quickly, or because unemployment lasts^a very long time wjien 
It, l^es occur. Important differences in interpretation arise, w'ith 

Jong durarkons i^ply^g difficulty finding work while frequent*.* 
spells are thought *to imply either unstable behavior or high risk 
jobs. I will first, analyze the determinants of duration and then 
turn to an analysis of spells. - 

Duration of Unemployment • 

The model employed here is drawn from the implications of 
various' search theories (for example, Mortehsen, IQ-yo and Lippman 
, andMeCall, 1976) • An individual *s duration of unemployment is 
determined by a two equation system, one equation determining;: the 
reservation or acceptance wage, the other determining the duration 
of a . spell. This system can be summarized as: 

(1) • R =_R (K,D,C) , . . ^ 

(2) D = D (U,R,K) D = Duration of spelL 
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K = Skill Level 
R = Reservation Wage 

C Cost 'of search and time 
'spent unemployed 

U = Distribution of job 
ac ^ W " ' vacancies 

A straightforward approach .to searching for ^racial differentials 
in duration is to estimate thi3 system for blacks and whites and test 
for the differences across the equations. In particular, it would 
\>e interesting to know whether there are differences in the rate at 
which the resei^ation wage falls in'response to duration, differences 
in the extent to which skill levels reduce duration, and differences 
in the impact of cost reducing factors , such^ as unemployment ||jisur- 
ance, iy increasing the reservation wage. 

Estimates of this system will be provided below. However, 
there is a serious difficulty. Although this system provides a 
measure of the determinants o:^ reservation wagp, the measure of 
duration is seriously biased. Rather than being a measure of 
completed spells, which is what we want to measure with- respect to * 
pur complete system of unemployment, the isimultaneous system above 
provides a measure o^ spells in progress,.. As has been shown 
(f^arston, 1975), use of duration in , progress provides a biased esti- 
mate of the lertgth of completed spells largely because longv spells 
have a higher probability tlian short spells of being sampled ^^at a 
point 4n time. * 

Because of this problem the emphasis in this paper will be on 
ia reduced, form of (1) and (2), namely 
^ ;(3) ^« D (U,K,C) 

where D is now length of completed spells. Unfortunately, this — 
introduces some ambiguity into both the expected signs of the vari- 
abfes and the interpretktion of the coefficients. For example, a 
high skill level would reduce duration by making rnqre vacancies 
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accessible but might also^^increaSe duration by raising the reserva- / 
t ion wage. Furthermore, a positive coefficient on marriage, for 
example, may be due either to married workers being more dager to 
find work (and thus reducing their asking wage) or to them being 
more attractive to employers and hence receiving more or better 
offers. 

The data employed are tho:se in the National Longitudinal Survey 

3 * 

of Yqung Men^^^ames, 1970), Information from two survey periods 

are employed, 1969-1970 ^{collected in 1970) . and 1970-1971 (collected 

in 1971). These periods were chosen because they are the first for 

which complete information is available on every jpb held and on 

each speli of unemployment. The sample was limitid to-wbites and 

♦ 

blacks (other nonwhite being excluded). The ^inalysis is limited to 
out-pf-school youth. 

f ■ • ■ i 

In the analysis of the reduced form equation (3) the unit of 
observation is each completed spell of unemployment which occurred 
between 1969-1971. This procedure insures that we are measuring the 



3. The NLS data, for reasons not yet understood, report unemployment 
rates below those reported by the monthly Census and hence may 
seem a poor data source for examining unemployment. Hovever, the 
racial ratios are vei'y similar to those in the Census. For ex- 
ample, the October 1970 Current Population Survey reported racial 
ratios for out-of-school male 18-19 year olds of 1.84 and for 
22-25 year olds 1.65. The NLS ratios for the same period were 
1.88 ^d,1.66 respectively. . 

4. No observation of a spell is ijicluded if it occurred while the 
youth was in school. However, because observations are pooled, 
as will be explained below, some youth in the sample were in 
school during some portion of the period. 



theoretKally il^roper dependent variable • ^ In addition^ Only spells 
associajre^ with job changing, entrance^ or re-entrance into the labor 
market 'ye included* Thus spells associated with temporary recalls 
are exclluded. Whatever the importance of this class of spells for 
adults (Bdldstein, 1975) they are not important for youtjh and they 
are excluded because o;f expected differences in the pattern of *job 
seareh, 

7 

The independent variables are defined as follows: 
Skills and Personal Characteristics ' 

AGE: . Age in year§, measured at the beginning of the year, 
KWW: This is the score on a knowledge of the world of work 

t . ... , * 

-I ' ~ ■ ' ■ — 

5'. Every spell which occurred any time between the 1969 and 1971 
* interviews is included. The only exceptions are spells in pro- 
gress at the time of the 1971 intervi^ew. Those are excluded 
because information on their length is unavailable. Thus the 
measure employed here seems to be the c4dsest possible approx-, 
imation of the theoretically appropriate variable. There is still 
some bias since a very loTig. spell, say one which began at the. 
time of the 1969; interview and was still in progress at th^.time 
of^'the 1971 interview, would be excluded. However, the fact 
that the sample period is over two years long makes this bias of 
little practical importance ^ce there i*s plenty of opportunity 
to capture long spells. For/urther discussion of^^iis^ssue 
see Welch (1977). . ' ^ 

* * * * 

6 In th6 entire sample there wdre only 68 a^irm^tive responses 
in the 1969-1970 period to the question "Did you experience la 
spell of unemployment while holding this job?" 

. • • . ' ' ^ 

7 In these definitions the t&m "year" should be understood to 
refer, to the interview period, either 1969-1970 or 1970-1971. 
When a variable is described ad measured at the beginning of 
the year this means at the tim^i of the 1969 interview if the 
spell occurred during 1969-1970 and at trfe time of the 1970 

^ interview if the 'spell was in the 1970-1974 period. 
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test* administered by the interviewers. In addition to 
the possible direct importance of 'such a measure in ex- 
plaining ability to find a job, it is also a good proxy 



measure of intelligence (Grilicljes, 1976). • 
EDUCATION: Years of education, measured the beginning of the 
year. ■ * ' 

. DEPEN: . Nujnber of dependents, excluding the wife, measured at the 
beginning of » the ye^'ir* 
DRAFT: "1" if eligible for th« draft, "0" if not, measured at the 

beginning of the ^ year; ^ , 
MAR: "1" if married at-'thVj beginning of the year, "0^' if not. ^ 

Search Cost. Variables w 

UI: This is the fraction of w^ges replaced by unemployment 

insurance* The Variable is (Total UI dollars received) 
/ (Hourly wage of most recent job x 35 x weeks unemployed 
that year) and it is defined analogously to that em- • • 
ployed by Ehrenber^ and Oaxaca (1976). It is measured 
" with e:itror "since data on the amount received is a^vail- 
able for the entire year but not for each spell. Also, 
see footnote 9. ^ 

NONWG: This is nonlabor income (excluding transfer payments)' 
received during the ^ear. The availability of such 
_ income should permit, and perhaps encourage, mor^ ex- 
tended search. • . • 

D emand Variables . 

U» ' The local unemployment rate, measured in tenths of a 
point. 

DU: The local unemployment rate at the end of the year minus 

the rate at the beginning of the year. 
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Other Variables' 

LINE: "1" if the spell began when the respondent 

left a previous job and if upon leaving the 

. respondent had the next job lined up in ad- 

, vance, "0*' otherwise. * 

.LAYOFF: "P' if the spelL/Beg/fn with a layoff from 

. a previous jolr/^^oK otherwise. 

OLF: "1" if during.JJ*e spell of (in employment^ time was 

also spent out-of-the laljor force, in addition to 

time uhemployed. "0" if not. Time out-of-the 

labor forqa spent in school or in the armed forces 

is not included in this measure. 

An important peculiarity of the youth labor market is that an 

important fraction. of unemployment is associated with entering ant 

re-entering the labor force. This pattern is ^largely due to the 

work rhythm imposed by the school calendar and the prodess of leaving 

school. Spells of unemployment due to entrance' and re-entrance are * 

litoely to differ from spells caused by job l*eaving or loss and hence 

are analyzed separately. The discussion here will emphasize non- 

8 

entrance or re-entrance speUs. 



'8^ Twenty percent of the total spells in the sample were due to 
entrance or re-entrance. A Chow test was per^j^med to test the 
hypothesis that entrants/re-entrants and job leavers share the 
^ame equation and the hypothesis was rejected at better than the 
, .01 level. Within the entrance/re-entrance groiip there were no 
significant racial differences and a Chow thst failed'to reject 
the equality hypothesis. The results for the analysis for enr *^ 
trants and re-entrants are available upon^request . 



The results of the duration equation are presented in Table 1* 
The two racial equations were tested for equality via the Chow test 
and the hypothesis qf equality was rejected at the .05 level (F ^ • 
2. 3). In addition, race was fully iftteracted with the variables in 
a pooled equation to test for significant differences among specific 
coefficie|its. The coefficients of DRAFT, U, and LINE are signifi- 
cantly different at the .05 level and the coefficients of AGE differ 

* ■ . ■ > 

at the ♦ ID level* . ' 

The interpretation of these coefficient^ must be tempered by 
the realization that the equatiop is a reduqed form* Keeping this 
limitation in mind, there are several interesting results* Time 
spent out of the labor force, neither ^Working nor looking, reduces 
the duration of unemployment., .'•lis is plausible since many jobs 
al*e found through wprcl of mouth,^ and the word can easily be passed 
to someone not actively looking* .TUf^K for youth the distinction 
betwei^n time unemployed and time out-of-the labor force can be ten- 
uous. The impact of unemployment insurance seems marginal, and co- 
efficients in both equations are insignificant and of opposite sign* 
However, as noted abo^4^ this ..variable is measured with potentially 
serious Vrror and there are additional possible biases in its u§e.^ ^ 
A change' in .the unemployment rate (DU) has an identical impact on 
black and white duration, although the level of unemployment has 



9* A- spurious positive correlation between duration and benefits 
is caused by the fact that the NLS data do not t^H us Whether • 
a wqrker is covered, only that he received bienefits. Most 
' siktes have' waiting periods, and thus a minimum spell length is 
required for even a covered worker to receive, benefits . See 
Welch (1977) . 



DURATION EQUATIONS * 
(Standard Errors) 




Variable 


Bla^k ' 


White ' 


AGE 

\ 


• 0.511 , 
^ (J). 206) 


0.006 . 
. (.174) 

* 




-a. 024 
(0.079) 


-0.013 
- . ' (0.059) 


DRAFT 


. 5.141 
. " .tl.474) 


0.055 
' (0.029) 


DEPEN 


0.402 
(0.449) 


-0r092\ 
(0.601)1 


EDUCATION 


0.5.35 
,/ f 0.255) 


0.223 f 
fO,210)A 


MAR 


-3.246 
4 (1.393) 


-1.577 
(1.049) 


LAYOFF 


3.243. ■ 
W ;(,1'.10^> 


0.643 
(0.841) 


LINE 


r' 2.314 
(1.893) 


-2,598 
(f.353) 


U 


-0.003 
(0.028) 


0.073 
(0.022) 



Variable j 
UI 

NONWG . 
OLF ' 
CONSTANT 

F 

SB 



247 • 

^.421(13, 233) 
8.395 
.113 , 



B\ack 


White 


0.055 


0v055' 


(0.031) 


(0.029) 


-0.271 


•0.268 


(0.466) 


(0.585) 


0.001 


0.003 


(0.007) 


(0.001) 


-3.303 


-2.385 


(1.589) 


(1.059) 


-10.140 


1.600 



412^ 

2.44(13,398) 
7.952 . 
.043 



^ : . ' ^ 4 . . . 156 ■ ■ 

■■ . . ' ' • . ^ 
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opposite racial efiecps. Finally, non-labor income increases the 
duration of spells for both races, although the effect is statisti- 
cally significant only for whites. 

V A useful technique for suiumarizing the results of these equa- 
tions is to decompose^ the differential into portions due to differ- 
ences in the values'^.of the variables of the two groups and differ-'* 
ences due to the structure of the eq,uati9ns. This decomposition is 
reported in Table 2. In this decomposition negativ^items are 
favorable to whites. The results indicate that difference in the 
Structure of the equations implies that blacks have durations which 
are i.200 weeks longer than they would be were they treated or be- • 
haved as whites. ,Given that their actual duration is 7.915 weeks 
they suffer durations which are 17% "too long". On the other hand, 
black characteristics are slightly "favorable". In particular, they 
have less education and non-wage income than do whites, both of 
which increases white duration. The sum of these favorable character 
istics reduces their durations. relative to whites by .403. weeks and 
this, when subtracted from the differential due to equation differ- 
3nces, leads to an actual /differential of .797 weeks". 

Because this estimate grows out of a reduced^.forra (Rquation 3) 
it is unclear how much of the unexplained racial gap is due to be- 



10. In -cross-sectional data the level variable may capture long 
•run-equilibrium behavior. This is because of the very high 
correlation over time of an area's unemployment rate. Thus 
in this equation thfe level unemployment rate may serve as a 

^ ptoxy for structural characteristics of the local economy. 
♦ ♦ Since high unemployment areas also tend to have high hourly 
wages the we^are interpretation is ambiguous. 

11. The formula is.: 

D= (6? - 3?) . xf) ->x^(e^- ej) • " " . 

where D is- the total differential, i indexes the variables, and 
the superscripts refer to blacks and whites. The first and 
third terms *oiv t.he right represent differences in the structure 
of the.equatidns while the middle term represents differences 
in the values/' of the variables. 



TABLE 2 

DECOMPOSITION OF UNEMPLOYMENT DURATION 



Vfrriable 
^GE . 
KWW 
U 

DU 

DEPtN 



EDUCA^TIO!^, 



UI 

DRAFT 
LAYOFF 
NONWG 
• LINE . 
MAR # 
OLF 

CONSTANT 



Difference , 
Due tQ 
Charatteristics 



-,005 
-.086 
.018 
.116 
.057 
.258 
.014 
-.002 
.048 
.124 
-.015 
7.012 
-.114 



.403 



Difference 
) Due to 

/ Equation Structure 

-10,988 

' .297 

3.559 

0 

-.513 
•5.294 
.079 
-1.087 
-1.152 
' .021 
- .455 
. .581 

« 

.012 



i 



-12.940 

> 11.740 
-1.200 
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havioral differences and how much difference in treatment.^ The most 
important likely behavioral difference l^^he i?elati^ship between 
duration, and reservation wa^g^ depicted in Equation l^fcpve. If young 
blacljs haytf an "unreasonably" high reservation wage-^ or if their 
reservation wage 'declines less rapidly than it does for whites in the 
face of vm employment thqii the consequence would W longer duration* 
» Table 3 presents a twoj-stage least squares estimate of the re- 
servation wage equation for youth unemployed at the time of the 1970 

14 • 
or 1971 surveys. ^ All of the variables have been defined previously, 

with the exception of EXXP which is (AGE-EDUCATION-5) . This is, the 

standard experience variable employed in many earnings functions. \^ 

The sample is limited to youth out-of -school at the time of the un-^ 

eii5)loyment who were unemployed for reasons other than temporary lay 

off, waiting; for a new job>to begin, or a labor dispute. 

The results in Table 3 imply that little of the observed differ- 

rence in duration can be attributed to differences in reservation wage 

foUnation. The coefficient on duration \s only 5^ per week apart for 



12. A too high reservation wage might occur because t)lacks, perhaps ' 
due to inadequate information, over-value their potential earnings. 
' Another possibility is that blacks, perhaps due to changing . 
attitudes, are refusing to take jobs which offer them wages 
below that which comparable whites would earn. Thia shift in 
^ the- supply isurve could also explain the equalization of Earnings 
found in earnings equations since these are actually reduced 
forms of supply and demand equations. 

13i In. fact most studies of youth find they take the fir^t job* 

offered (Stephenison, 1976) . However, the reservation wage ^. 
mechanism might operate through patterns of search. If youth 
- have information about the characteristics of firms they may 
search only among firms who^e erttry wage is' equal to or better 
than their reservation wage . 



The duration equation is available upon request. 
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tXble 3 ■ 

TWO STAGE LEA$T SQUARES RESERVATION WAGE EQUATIONS 
* (St andatd Errors) 



F 

S.E. 
Note: 



■ 


WHITES 




B^CKS 


. DURATION 


2.471 
. (6.411) 




/ 7.02i 
(4.384f 


MAR 


II * 69.296' 
' (28.99) 




-26.195 
(36.011) 


LINE 

li 


-100.162 
(154.009) 




3.994 
' (82.679) 


DRAFT 


41.385 
(24.989) 


■. 


-29.418 
' (27.549) 


OLF 

« 


-37.601 
(21.958) 




55.067 ' 
(27.5^5) 


EXXP 


22,149 ; 
(1.6.245); 




6.451- 
' (10.750) 


EXXP2 . 

(. 


-.890 
(1.495) 




-.163 
,/, (.805) 


' UI 

KWW 
> 


■ '^^-9.601 
W|ff8.735) 

.215 
(1.576) 




32.963. 
(21.073)- 

3.538 
(2.228) 


OEPEN 


33.625 
(20.259) 




10.155 
(11^^ 


EDUCATION 


21.507 
(5.121) 




-2.626 ■ 
(7.845) 


CONSTANT 


-95.572 ' 
(70. 105) 




64.831 
(105.36) 


R2 


'• .511 


. ' ■ « 


.316. 



5.71(11,60) 
74.^739 

72 




The dependent vatiable is the hourly 
in cents. _ 
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the two racea. IVhen black iiW^h values were substityted into the 
white equation the predic^d reservation wage is $2.4l' an hour/ 
slightly higher than the Stual value of $2.38. Ttiufe the white and 
black reservation wage structures are essentially ttie same and there 
is no evidence that black youth unemployment is dueVo unrealistically 
high "reservation wages. 

Thus the key cohcTusiBrt of this section, that an' Unexplained 
racial gap which implies durations of 17% ",too long'^ fpr blacks, 
seems not to be due to behavioral differences, *at 4east those cap- 
tured in reservation wage be|^avior. • 

Spells of Unemployment , 

In this section we will' examine spells of unemployment and seek 
to disentangle the effect of differences in endowments on tlie one 
hand and differences in treatment and 'behavior on the other.' The 
most important conclusion which emergefs from this effort i.s that, 
unlike the case of duration, the ra«lal di Terences in fepells. of 
unemployment are largely due to either differences in background 
chairacteristics or behavior, and apparently "not co ^differences in" 
treatment. 

/, The natural approach to this question is to estimate separate 
racial' equations for the probability of a spell "o¥ unemp:ioyment ajid 
to .compare the equations. However, it is important to distinguish 
between, quits and layoffs. The same vari/able, for example the 
unemployment rate, has an opposite expecteH^ impact upon quits and 
layoffs and, therefoi^, we will estimate- a separate model for each. 

^. — — ' 1> ^ — - 

15. The positive, though insignificant > sign on the co6fficient>^ is 
contrary to that predicted by theory. Evidently for this sample 
'duration has no effect on reservation-. When the system was es- 
timated uising time*not working (i.e., duration of unemployment r 
plus time out-of-the labor force) the coefficient was -2.8, witl* \ 
a-'.SJiahdard error 3.7 for blanks and -4.6 with a standard ' 
error of 7.8 for whites. 
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Not all quits and layoffs lead to unemployment: In both! in- . 
stances } thojugh presumably more so for quits, a separation can be 
followed by immediate acquisition of another job. Furthermore, the 
separation can. also be. followed by movement out-of-the labor force. 
The distribution of quits and layoffs into these categories is shown 
in Table 4. The figures in the t^able are the average of the 1969- 
1970 and 1970-1971 quit and layoff rates for youth out of school in 
those periods qj5 the datA reflects all job changes which occurred 
in those periods. ♦ ^ 

As is apparent from lines 4 and 8; both the overall layoff and 
the quit tates are higher for blacks than whites, the quit rate being 
7% higher and layoff rateVt)% higher. These results are not sur- 
prising; we. expect to find blacks laid off more frequently than 
whites both because of discrimination and because of lower endow- 
ments. Furtliermore , the poor«r jobs held by blacks would lead them 
to quit mork frequent J.y. What is surprising about this table is 

t if one restricts attention to layoffs\nd quits resulting in 
uraerapbloyinent , then "while the differential' remajj^s roughly the same 
fdr layoffs (23%) it Widens considerably for quits to 62%"higher 
than the white rate* Evidently while blacks do not quit in general 
much more frequently than do whites, they are, considerably more 
prolie to quit into uneiflployment and less prone to quit and immedi- 
ately find another job. It remains, of course, to see if this • 
pattern persist^ after cent rollin^g' for differences in personal 
characteristics. 

Parenthetically, it is also interesting to nqte that this table 

c ■ ■ ■ 

supports the common view that most voluntary job changing does not 
result in unemployment. However, it is surprising to learn that a 
considerable fraction of layoffs' (46.8% for whites ,and 44.2% for 
b'iacks) are also immediately followed by anothervjob. 

Our next step is* to estimate quit and layoff models. In the 
analysis which follows attention will be limited to only those quits 
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TABLE 4 



ANNUAL QUIT AND LAYOFF RATES 



tote ; The rates are averaged for ti 
S youth are included... Percent 
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Whites 



Blacks 



Layoffs 


\ ■* 


Rate 


Percent 


Rate 


(1)- Resulting in Unemployment 

• 




.073 


46.2 . 


.096 


(2) Resulting in Labor Force 
Withdrawal 




.011 


6.9 


.010 


(3) Followed by Another Job 




.074 


0 

46.8 


J .084 


(4) : ■ ■ 




.158 


100 


.190 


Quits ♦» 








.117 


(5) Resulting in Unemployment 




.072 


22.1 


(.6) Resulting in Labor Force 
\ Withdrawal ' • 






ia.7 


.033 


(7) Fol lowed by Another Job 




.218 


"67.0 


.194 


(8) . ' 




. 325 


100 


.344 



Percent 

50.5' 

5.2 
44.2 

100 



34.0 



9.5 



56.3 



100 



iods, 1969-1970 and 1970-1971. Only out-of-school 
ay not" add up to 100 due to rounding. 
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and layoffs followed by spells of unemployment. The quit equations 
can be motivated by search theo^y^ human capital theory", or some 
amalgam of the two. Accumulation of specific human capital and high 
wages should, holding the other variables constant, reduce the pro- 
bability of quitting (Parsons,- 1972). Potential other opportunities, 
indexed in 'this model by the unemployment rate, should increase the 
probability of ^quitting. Personal characteristics, such as marital 
status, dependents,' and age,, have an ambiguous effect dependinj 
thjeir impact on the individuals' needs and taste for risk. 

The variables in the" quit equation which are new are TENURE, ■ 
"which measures years on the job, UNION, a dummy variable which takes 
on the value of "1" if wages are set by" collective bargaining and 
"0" otherwise, and WAGE, the hourly wage measured in cents. In* 
addition, a variable is introduced to test the hypothesis that one 
source of black quitting is discrimination on the job. The variable 
WTDIF is conSti-ucted by fitting a wage equation for whites, estimating" 
what each individual would receive, and taking the difference between 
that val^e and the actual hourly wage. \ positive value for Blacks 
would indicate a wage below that predicted by the white equation 
and may- be correlated with quitting* ^ 

In the layoff model the expectation is\hat specific human," 
capital and a high skill level will redi^e the probability of a lay- 
- off while increases in the unemployment rate, should increase -the 
probability (Ui, 1962). Temporary layoffs are again excluded from 
the analysis. ' . 



'j(fc""T1iie' atixiliary equation was: '~ ^''^ 

ln(hoUrly wage3^J + B EUUCATION+B^KWW + B^TENURE" + B^UNION* 
Q BgTENURE^ + B^EXXP + B^EXXP^ + B^MAR 

See footnote 21 for a brief description of Flanagan's. (1978) use 
of a similar variable. , 
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In fill the equations the dependent variable is dichotomous and 
takes on the value of 'T* if a quit or layoff followed by unemploy- 
ment occurred during the yealf and "0" otherwise. As was the case 
in the diiration analysis, t]\e sample is pooled for two years, 1969- 
1970 and 1970-1971, and only youth out of school at the beginning and 
end of the period are ijiteluded. 

18 

The equation was estimated to fit the logit functipnai ;fQrm 

P = 1/1+e"^^ 

where P is the dichotomous dependent Variable, X is the vector of 
explanatory variable and B are the estimated parameters. A maximum 
likelihood estimation procedure was employed. I[he results of the 
logit quit and the 'layoff equations are presented in Table 5. Pre- 
dicted probabilities for the mean values of the variables are i^o- 

vided in Table 6. Jhe story toMby this equation is somewhat 

19 ^ 
surprising. The uncontrolled gap for layoffs (Table 4) narrows 

bi^t the gap remains. Thus even after controlling for personal 
characteristics^ demand, experience, and job skills young black men 
still face a higher layoff probability, but the gap is not strikingly 
large'. With respect to quit^ we find the surprising result that the . 
gap widens. Blacks seem considerably more prone to quit }.nto un- 
employment.' 



17. the incidence of multiple quits or layoffs during one /ear is 
very low. During 1969-1970 only 1.2% of whites and .7% of blacks 
experienced more than one layoff and for quits the figures ?ite 
1.1% and 1.4%. 

18. • The logit functional form is convenient because it constrains 

predicted values to a (0,1) interval, a qharafcteristiifc which « 
is essential if the equation is to have a probability inter- 
pretation. In addition, MtFadden (1973) has shown that undeY 
reasonable assumptions the logit form follows from utility max- 
imizing behavior. 



19. Ordinary least squai^es estimates of linear probability models 
prpduce equivalent results.' F 
the black values substituted^ 
predicted quit rate of .049.^ 



prpduce equivalent results.' For example, for the quit equation 
the black values substltuted^^j^^jjihe white equation prod^^ce a 



'6;; 
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TABLE 5 

QUIT AND' LAYOFF EQUATIONS 
(absolute v^^ue of" t statistics in parentheses) 



CONSTANT 



AGE 



ATION 



TENURE 



DRAFT 



DEPENDENTS 



MAR 



UNION 



WAGE 



KWW 



U 



DU 



WTDIF 



\ 



Suit 



Layoff 



Black 


White 


' Black 


White 


-2.178 
(2.074) 


0.208 ^ 
(0.185) 


-1.740 
(1.918) 


-o;46l 

(0,584) 


0.055 
(1.033) 


-0.082 
(1.499) 


-0.026 
(0.679) 


^ -0.003 .. 
^ (0.089) 


0.153 
(1.735) 

-0.037 
(0.584) 


-0.148 
(1.741) 

-0.619 
(4.736) 


i 

-0.033 
(0.579) 

y 

-/.243 
(2.881) 


-0.198 
' , >(4.418)' 

■ 'i.0.514 . 
(6.491) 


.0.556 
(1.854) 

0.025 
(0.265) 


-0.338 * . 
(1.108) 


0.255 
. (0.839) 


0.087 
(0.323) 


-0.15^ 
(1.262) 


• 




0.368 
(1.044) 


-0.324 
(^.923) 


-0.428 
(1.818) 


-0.449 
(2.252) 


0.293 
(0.527) 


f 

0.045 
(0.091) 


• -0.714' 
(2.483) 


0.428 
(2.215) 


-0.016 
, (2.365) 


-0.001 
(0.248)' 


0.002 
(2.504) 


0.0001 
(0.135) 


0.034 - 
(1.494) 


0.040 
(1.937) 


0.0006 

■ (0.036) 

/ 


-0.003 
(0.297) 


\ 

/O.OOl 1 
\ /(0.24&) 


0.010 
( 1.945) 


0.002 
(0.325) 


0.022 
(4.986) 


. j 0.015 
(1.787) ■ 


0.010 
(1.811) 


0.038 
(4.061) 


0%012 
(2.548) 


1 0.014 
(2.143) 


0 : 0006 

(0.100) 




* 



- 2 *log likelihood 



554.318 



807.896 



550'*. 046 



989.624 
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TABLE 6 * 

PREDICTED PROBABILITIES OF QUITS AND 
LAYOFFS FOR BLACKS 



Quits 
Layoffs 



White Ec^uation 
.034 
.078 



\ , -•. ■ 

Black E(iuatipn 

.120 ' 

.089 



I 



171 



■ I 



167 



♦ 



In terms of the mechanics of the equations .the key variables are 
AGE, EDUc/riON, TENURE, AND WAGE. Increases in the values of the 
first three variables all decrease the probability of white quits 
but increase the probability of black quits. The only offset is 
WAGE in which a high wage decreases the probability of black , quitting 
more so than is the case for whites.' [ . ^ 

The variable employed to test: for quitting due to differential 
^^^^Jji^traent , WTDIF, performs as expected both in its sign and signifi- 
cance. This is interesting because it lends^^^support to' the notion 
of shifts in supply as well as demand curves (footnote 12); however, 
. the magnitude of the effect is small. . . 

The explanation for. the quit differential is elusive. The 
differential in overall quits, as opposed to quits into unemployment, 
is considerably smallef and hence (as we will see below) the structure 
of a general quit equation may be more similar across the races than 
the unemployroent quit equation. Thus blacks may>quit npt much more 
frequently than whites but . they haV.e difficulty lining up the next 
job. Possible reasons for this wil} be mentioned in the conclusion, 
but this is a good point to siumiiarize the results of the entire sy- 
stem of equations. ^ ^ 

Table 7 summarizes the results of the several duration and spell, 
equations and indicates how much additional unemployment can be 
attributed to each of the divergences between the actual black values 
and the value predicted by each of the whiteN equations. As is 
apparent in each instance — quits, layoffs aild duration — blacks ex- 
perience more unemployment than they would had they been treated 
(Or behaved) like whites. The difference in iquit behavior accounts 
for nearly half of the additional unemployment, followed in impor- \i 
tance by layoffs and duration. In the period 1969-1971 the average 
annual w^eks of unemployment for out-of-school youth was 4.145 for 
Blacks and 2.252 for whites^ thus the differential was 1.893 weeks. . 
Column 4 of Table 7 shows the fraction of the total differential 
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, TABLE 7 

SUMMARY OF RACIAL DIFFERENTIALS 
FOR THE FULL SYSTEM 



QUITS , 
- IjAYOFFS 
-L' bURATION 



.096 
.117 
7.915 



_(2) 


(3) 


(4) 


.034 


.490 


25.8% 


.078 


.303 


16.2% 


6.715 


.255 


13.4% 






55.4% 



\ 



r 



Notet 

(1) 
(2) 
(3) 



Actual ValueSk fof Blaclcs. 

Predicted Values Using White Equations and Black Characteristics. 

Extra Annual Weeks of Unemployment Due to Diverg^ijce^ of (1) and 
(2)i Holding Remaining Variables Constant. " , 



(4): Fraction. of Annual Diffe^ntial in Annual Weeks of Unemployment 
Accoiinted for by (3)." 
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accounted for by the difference between actual values and those pre- 
dicted by the lyhite equations. This calculation implies that 5S%, • 
of the total differential is due to differences in behavior or treat- 
ment while the remaining 45% can be explained by differences in 
1 personal characteristics. 

As a final point, the reader may wonder why so little has been 
made of the role of distribution among industries. It is often 
thought that one reason blacks experience high unemployment is that 
they are concentrated in unstable industries. This, however, is 
not an important issue in these data. For example,: in 1969-1970 - 
blacks out of. school at both the beginning and end of the period 
averaged 3.39 weeks of unemployment. Had they had the same industrial 
distribution as whites (but with the black within industry unemploy- 
ment experience) they would have averaged 3.32 weeks of unemployment. 
Thp difference is small. Furthermore,, the ifnclusion of industry 
dummy variables in the quit and layoff equations had no appreciable 
effect on the results. - ' 

DlSCUSs\oN AND FUTURE TOPICS 

"The results presented here have shown that an important fraction 
of the racial differential- remains after the various- controls., that 
the mos^^^portant source of this unexplained differential lies in 
quit behavior but that important components ard also due to layoffs 

and duration ,\ . 

The most finding is clearly the quit differential: 

layoffs and duration differences can plausibly be attributed to dis- 
crimination in firing and hiring. We will offer some additional 
."-dcpFanatibnfe bielow;, but first it is worthwhile to explore the quit 
issue a bit further (although we will not be able to resq^ve it). 

It does not seem to ;liie the case .that blacks quit in general 
more frequently than do.#hites. We saw in Table 4* that the over-all 
quit rate of young bliacX itien is not appreciably higher than that of 
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whites. We estimated Via ordinary .least squares a linear probability 
model for all^ quits (employing the same variables i^ound in Table 5) 
and when black mean values were substituted in the white equation the 

predicted probability of a quit was .280 higher than the actual black 

20 \ 
mean of .264. This stands in contrast \tith both the logit and the 

OLS results for quitting int;,o unemployment.' 

Thus young black men are not especially quit prone. Rather it 

is that their q[uits are more likely to lead to unemployment than 

those of Whites. One possible explanation' mighty be found in the 

motives for quitting,^ but Table 8 seems to. dispel this possibility. 

There. is a clear differen9e in the reasons for quitting for those ^ 

quits followed ajid not followed, by unemployment. For example, the 

category "found a better job" is more important (for both races) 

for quits not followed by unemployment than by those which are. 

However, tliere. do hqt seem to be major racial differences. For. 

example, the nature of the job was cited by 51.9% of the blacks and 

50.79% of the whites who quit into unemployijient* Blacks do cite 

wages more often while whites cite working conditions but the impact 
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TABLE 8 
REASONS POR QUITTING 



Foil owed by Unemp 1 oyment 

Nature of Job 

Hours/kind of- wprk/conditions/ 
interpersonal/location 



Wages 
Foxind Better Job 
Health 
Other* 



Blacks 



36.8% 



V 10.4% 



8.5? 



29.2? 



tes 



44.6? 



6.1i 



9.1? 



14.4? 



25.7? 



Not Fol lowed by Unemployment 

Nature of Job 

Hours/Kind of work/conditions/ 
interpersonal/ location ^ 

Wages 

Found Better Job 

Health , 

Other* 



r 



22.3% 



17... 6% 



26.8% 



6.0% 



26.7? 



20.5? 



11.6% 



24.0% 
4.4% 
38.9% 



* Other includes return to school, military, prison, family and 
personal, airil' other. ' 



. 172 



of this is unknowrio / \ / 

Another possible explanation of the differ^tial may lie in 
different access to job contacts* Having decided to leave a jobv 
whites may simply be more able than blacks to line up the next job 
without experiencing unemployment ♦ This may also*be an explanation 
of the difference in the length of durations* Most jobs are found 
through personaT contacts (Granovetter, 1976) and if blacks have, 
fewer personal contacts than whites they may experience difficulty 
locating jobs* Statistical controls for personal characteristics 
may fail to capture .this important "unobservatrle" and since personal 
cQTitact networks help people of every education and skill level land 
jobs (Granovetter,. ^976) it i|.s unlikely that the effect of this 
^variaT)le woul4 be foully capti^red by other measured variableSo The. • 
consequence may be that black's, even after controlling' for personal .. 
characteristics, may still experience a h^t^der time than whites in 
finding a job. 



1 



21. In a useful paper <published after this article was completed 
' Flanagan (1978) examined racial differences in quit and layoff 
experiences. The focus of the articl? was upon a variable similar 
to the WTDIF variable employed here and his results were generally 
comparable. As is the case here Flanagan found that the probability 
of quitting into unemployment is higher for young blacTks than 
whites. -He argued that this is due to an inverse relationship 
•between time intensive search methods and wage rates (and skill 
levels) . Low wage rates make time intensive search more desitable 
than goods intensive search. Because young blacks have lower 
kverage wage levels' Flanagan argued that they more often choose 
to be unemployed while searching (i.e. use their time to-Search). 
' However, this argument is not satisfactory. Fir'st, the NLS data 
' dpi: not reveal significant racial differences in job finding and 
job search methods (see" below) . Secondly, the quit equations 
re|jprted here show a different structure acro'^ss the races while. 
^ /Flanagan's arguement would imply a similar structure with the 

■ observed differences emerging from the different values of the 
. •.- ' variables (wage level and personal characteristics) which would 
' v' lead to different choices of search behavior. 



\ 
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Jn the NLS data blacks and whites reported essentially the same 
pattern of job finding. For example, for youth out of school in 1969, 

51.3% cOf the blacks and 44,2% of the whites found their jobs through 

22 ^ , • ' 

personal contacts, .'However.,, assuming that the peers and family of 

youth are- similar to themselves, a smaller fraction of these contacts 

for black? will be employed ^an for whites and thus the network may 

be less efficacious. Some evidence of this, is found in interviews we 

conducted in Boston. The sample consisted of 150 non-college out of 

school males between the ages of sixteen -and twenty-six, half from a 

white working class community (East Boston) and' half from a black • , 

^community (Roxbury). vOf those who' reported finding their current 

job via personal contacts 70% of the whites said that the contact 

was working in the fM^m where the job was found while for blacks the 

figure was only 42%, V Thus contacts ' for^ whites may simply be more 

effective. 

This argument clearly is tentative and requires more research, 
as does the general issue of the quit differential between blacks and 
whites. Thu3, though we have come some way toward understanding the 
nature of the racial differential in unemployment, there is clearly 
more to. learn. It should also be recognized that, the results here 
are cross-section^ and thus cannot well explain changes in^the dif- 
ferential over time. These shifts are important since in the mid - 
1960s the ratio of black to white youth unemployment took a sudden 
adverse shift fir the worse, a shift to a level which has remained 
with us. A satisfactory understanding of this would r§«fuire, at l^a^t 
in part, that we shift our attention away from the pe^lfOnal character- 
istics and behavior emphasized in this article and focus upon structural 
changes in the economy; changes such as the suburbanization of jobs, 
rising labor force participation of adult women, and changes in the 



22. • Dii'ect contact with the employed was used by 24.9^ of the 

blacks and 22.8% of the whites. Newspaper ads were employed 
by 4,2% of the blacks and 5.7% of the whites. 



structure of demand for youth labor. ■ ■ • ' ^ . * 

I THE CQMSEQUENCES QF UNEMPLOYMEN^P-'^'^^ % * . \ ' 

• We know surpri^ya^ly little about the long- term consequences of 

teenage unemplpyment . Are teenagers who e^q^erience considerable un- 

employment handicapped; later in their careers or is .the effect trans- 

' ■ " . . • ■' ' ' . ' ■ 

itory and unimportant?^ Arguments that^.^itlie impact is considerable ddvjn^ 

the road could rely either on the assumed psychological impact of 

joblessness early in the working career or upon thq missed opportunities 

to develop training and skills. 'On the .other hand, the' association of 

unemployment with mpratojium behavior and the importance of new -and 

re-^trants in unempl6yment would tend .to imply that there are few , 

long-term effects ?ind that the real problem is onfe of lost output and % 

income maintailll|nce in the short run. , 

Little, work has been done on this question md hience little can 

■ ' V. r ' ^ dk 

be Said with confidence. An initial effort at sheddi;ig somfe flight on 

• *' ■ \" ' ■ 

the issue is presented in Tablq 9. " p> ^ 

In this* table th'e young men in 1968 are divided into three groups: 
those who had no unemployment m 1968, those who experienced between 
one and four weeks, and those who experienced fiv^ or more weeks. With- 
in each of these three groups weUook at their unemployment experience 
in 1966 anJ 1970 and ^determine the deviation of their- unemplpyment in 
thos^ years from the average unemployment experienced by the entire 
group (br subgroup), in that- year. Thus, ^for* example, whites with no 
unen^loyment in 1968 had 26% less unehiployment in 1966 than all whites 
experienced in 196^^d 22% 4«ss unemployment in 1970 ; than all whites. 
Pr, to pick anptKer e:j?ample, bladj|;s with less than a high school degree 
who experienced onie to foiJfr' weeks of unemployment lin 1968 had 12% more 
unemployment in 1966 than all blacks with Ifess than, a hi^h sc^pol degree 
experienced that year and in 1970 had^9l% more' unemployment than' all 
l)lacks with less than a high school degi:e6 liad that year. 

The* advantage of looking at 1966 as well as 1970 linemployinent is 
that th§ 1966 experience was obviously unaffected by the 1968 experimcef 
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TABLE 9 



DEVIATIONS FROM EXPECTED UNEMPLOYMENT IN 1966 AND 1970 
^ .BY WEEKS UNEMPLOYED IN 1968 



0 Weeks, 1968 
1966 1970 



1-4. Weeks, 1968 
1966 1970 



5 or More Weeks, 1968 
i966' . 1970 



e* 

m 

Blacks 

16-19 Years 
Whites 

B.lacks 

20-23 Years 
Whites 

Blacks 

24-26 Years 
Whites 

Blacks 

< High School 
Degree 

Whites - „ 

Blacks 

High School 
Degree 
Whites 

. Blacks 

More ^aii HS 
Whi\es^ 

Blacks 



.26^ 



■22? 



-12% I - -34%' 



+77? 



+25? 



-47% 
- 6%^ 

7% ' 



0% 



-40% 



•23% 



f29 



9% 




-48% 



-43? 



+ 6% 



■45% 



■25% 



■10% 



■16% 



+37 



■11% 



+ 74? 



-42 



■33% 



-25? 



-11% 



■21% 



+44% 
+ 12% 

+62% 



+35% 



+38% 



!% 



+ 37% 



+123% 



■17% 



+91% 



+107% 



+ 266? 



+ .. 36? 



+219? 



+ .16% 



+ 126^ 



+ 81% 



+ 53? 



Age is as of*ld68; Education as of 1970; Only those out-of* school in 1967- 
included; Data npt reported for cells less than 30* 



arid hence vte-^kn gontrol for the unobserved -differences in individuals 
which might/have led th^riv^to experience more or less than average un- 
employment in both 1968 and 1970. Thus, to determine the impact of 
1968 unemployment we iook at the difference between the 1966 and 19j^70 
figure^ . ' 

The lesson from this table is quite striking. Considei&able un- 
employment in 1968 does nl^t adversely affect whites in 1970 but it 
does damage blacks and, conversely, little unemployment in 1968 does^ 
not help whites in 1970 but it does help blacks . This result tiblds 
for virtually all age and education groups. 

4 

V This point can be made clearer* if we;laok, for example, at the 
rows labled '^^hites'V and "blacks." Whites who had no unemployment in 
1968 had e26% l^s than average in 196^ and 22% less than average in 
1970. Thus this^group is clesirly more succd^lsful than the average 
for white3 but the zero unemployment in 1968 did not appreciably 
improve the situation in 19-70. On the other hand, for blacks, those 
with zero unemployment in 1968 had 12% less than the average in 1966 
and 34% less than the^ average in ,197D. Thus, while the 1966 figure 
indicates that the group is somewhat special, the 1B70 figure is an 
improvement beyond expectations-. > ' j 

A simildr picture emerges for groups with high 1968 unemployment. 
Thus, among all whites with five or more weeks in 1968 the 1966 figure 
indicates tha% the group is in difficulty to begin with but the 1970 
figure is an improvement and is a regression to the mean. On the 
othe:ij hand, for flacks with fiVe o:^ more* wegks» in 1968 the 1966 figure 
also indicates trouble indepeifdiwit of the 196^\ e'xperiertce, but the 
1970 figure i^ a worsening of the situation. 

These patterns are quite consis'tfent throughout thp table and seem 
to indicate that whites ax'e Relatively unaffected by their early un- 
employment experience while blacks are very mtich affected. I say 
"seem to indicate^ because these results #are only correlational; they 
do not prove cause ^nd effect. NevtrthelQss, the figures seem poiK^-. 



' Why shpuld we find these patterns? Once /again, the answer is nipt' 
known, but some plausible explanations are available.^* It may be, for 
exanipie, that young blacks become in some sense more discouraged ^than 
whites'. Or it is possible that^? employers hold a sporadic emplo>nj^ 
record against blacks but are inclined to overlook this for whites. 
Both explanations are pqssible, but a more persuasive explanation relies 
on our earlier discussions of job-findiiig techniques and how these . 
differ by race. The data on consequences just^resented seem to imply 
that, whites in effect get more than one chance to "make it,'Vbut^th^ 
for a.black the^ chance, if any, comes once,' arid if available and taken 
the young black remains unus^ually stable and if missed then a. worsening 
of employpient prospects -occurs . A pattern like this would result if 
whites relied on informal cbntacts--a^d hence- could repeatedly receive 
help--Wl)ile l^lacks were more dependenlj^n fo^al i^^ and thus 

bptl^^had th^ir access rationed *^nd were -likely tcf be turned' away in 
t le, f^ce of a poor prior rexj^qrdi In this situation, blacks who did 
land a 'stable job, or a job wjilh the potential for stability,^ would 
be much more likely to holtd on to it and thus we Vould observe, as we * 
do, early stability (or lack of unemployment) ' being more strongly 
^i^J^relat'ed with later unemployment for blacks than whites. 

* This explanation is tentative and speculative and shoultl be 
treated as such. However, the fact seems to remain that unemployment 
has more serious consequences for black than white teenagers and thus 
should ad4 greater ui'feency to the formulation of policy. 
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THE EFFECTS OF CHILD LABOR LAWS ON YOUTH EMPLOYMENT ' ' ' 

/ By: Daniel J, B, Mitchell fi John Clapp* 

ABSTRACT • ' 

Child labor laws are a relatively neglected aspect of public policy ' 
^toWards youth employment. This is partly due to the difficulty in -re- . ♦ 
ducing Hhe. diverse state and federal laws in the child labor area into 
a quantifiable index. This study attempts to surmount th^ quantification 
barrier and analyze the employment effects of child labor laws,. 

Despite their name,^ child labor laws really regulate employment of 
teenagers, not children. The^ typically permit restricted labor force 
activity during ages fourteen to seventeen and do not apply at older age'" 
levels.. Hence, comparisons of the employment behavior of those below age ^ 
eighteen and those eigHlieen ^years or older should reflect the effects of 

J he laws. ^ . 

At approximately age eighteen, individuals typically graduate froip 
'high school, Thus^ a general sample of young people is likely to be . ' 

dominated ])y t'Tie ^|^ects of graduation, particularly in regard to the 
availability for Work. To avoid confounding the graduation effect with 
the legislative effect, a sample of high school dropouts aged fourteen to 
twentyTone was drawn from the 1970 Census of Population. Comparisons of 
those younger than eighteen with thQ3e eighteen and above indicate that 
employment shifts toward sectors restricted by child., labor at 'the eigh- 
teenth birthday. This shift suggest that the laws, do restrict employment ' 
in selected ^sectors. A more tenuous, analysis suggests thaK the laws 
have the effect of restricting total employment (as»t)pi{)osecrto -its ' ■ ^^^^^ 
pattern) for dropouts under age eighteen. 

Arguments for child labor laws include the proposition that premature 
employment leads to "dead-end*^ jobs. Census dataC on occupational mobility 
of yoXing people during 1965-1970 do suggest a cfohsiderable degree of im- 
mobility. Since dropouts tend to obtain lower status jobs, occupational 
.i:x.; immobility tends to keep them in such employment. However, the paper ^ . 

V;.- • question^ whether current jpublic policy is an appropriate . response to 

. this phenomenon. 



. ^ , INTRODUCTION * * ^ 

, . ' ' ^ >^»^ ' . .■ ' ^ ' ■ 

* One^hundred years ago, the vnormal activity of a teenager would have 

i^eeri work, not school. • Today, it is assumed that the opposite s*bould be 

true. Public pplicies, especially child labor IdWs- and school leaving 

lawV) reinforce this popular .conception.. Child labor laws restrict youth 

■ ' . • .. • 

^TTBWutKors would like to thank NasirVKaramat , Steven Stambaugh*, Jose Or- 
tal,* arid Robert^ Gdldstonisf who servpd as .research assistants. 
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employment in certain occupations and industries. vSchool leaving laws 
limit the availability of young p^ppj^g for work. Tliis paper presents . • 
an empirical analysis of the -Q mpl oynlent impact of'such legislation; 

Both school leaving laws and child labor laws were the products of 
public reaction to perceived evils in the period from the late nineteenth 
century to. the early twentieth. These laws have been periodically updated. 
But since the 1930s, they have received little critical attention. Despite 
this neglect, current concerns about yOuth employment problems must in- 
evitably force a re-examination of the impacts of these programs. 

• Rethinking public policies is not an easy task; remaking public 
policies is even harder. Current legislation with regard to "child" labor 
— really teenage labor--^ould not be changed without creating some adverse 
effects. Inevitably, there would be. concern about the impact on the 
adult labor market, of an increase in the supply in teenagers* But th4 
fact that reform is complicated and raises potentially controversial issues 
is not reason for avoiding We' needed review. ^.^j^ 

Indeed, it could be argued that the time is especially Tigi\t!:^}ipT a 
re-appraisal. Historically, child labor laws and: female protective lab0r 
laws were seen as part of a package; both women f^nd children were seen as 
needing special state protection at the turn of the, century. Although 
female j^rotective labor iaws seemed sacrosanct, the de*sexing of state • 

labor codes--under the impetus of Title 7 of the Civil Rights Act of 1964-- 

2 ■ • ' ' 

was accomplished smoothly. The lesspns from that episode^ should carry * 

over, into child labor law reform. Moreover, the recent decline ili birth 

rates will tedupe the* proportion of teenagers in th-e wprkiitg age population 

during the next. two decades. Youths fourteen to seventeen Accounted for 



This SLtudy does not concem itself with agriculture, where use of 
pre.teena'ge children is a source of controversy. The youth employment 
problems discussed . below are basically urban problems/ ^ . 

2. fi|^ Raymond Mvints and David. G. Rice, -^HVomen Workers: Protection or . 
llquality?^' Industrial and Labor Relations iReview, vx)l. 24 (October 

1970}, pp. 3-13. ; ■ I ' 



10.5% of th,e population of fourteen and above in 1970, but will account 

for only 6,8% of the population by 1990, a reduction of well over one 

'• ■ ^ 3 

third. Thus, concerns . abj3ut ''the impact of teenag6 employment on adult 
job opportunities should be lessening. 

Recent studies on child labor laws have been rare. One unpulJlished . 

..4 

Study attempted to relf^te such laws to juvenile delinquency rates, 
Another relied heavily on employer interview3. The problem.:has been 
that the laws, which vary ;:.f?^(^ra state to state and between the. states and 
the federal government, have seemed inherently resistant td" quantitative ^ 
analysis.. When studying protective legislation , ecqnomists have tended 
to prefer, analysis '*of the minimum wage and its impact on teenage 'employ-* 
ment, probably because the minimum wage can be expressed as .a number. 
Ironically, st.ate minimum wage prpvision5 and child labor laws are usually 
found in the same labor codes. And, of course, ' federaKchild labor pro- 
visions are included in the Fair Labor Standards Act, the same s.t;&it«jitii^^^ 



The estimate for 1990 is from the Census Series II projecti,^:;- Data ' 
from U.S.. Bureau of , the Census^ Statistical Abstract, of the ■■ynit.^.d 
States, 1976. , (Washington: Government Printing Office, 197^5i|^5^^v!^' 

4, Donald G. Woodworth, The Effects- of Laws GoverrAig Youth Employment 
and School Attendance^on Vouth Offenses and Delyquency , unpublished 

, report "by Stani'ord Research' Institute prepared for the Office ^if. 

Juvenile Delinquency and Youth Development, ^U.S. Department of Health., 
, Edu9ation and Welfare^ December 1965. (Report available from 

Edtfcational Resources* Information Center.) 

■ * «- 

5. National Committee on Employment of Youth, Jhe T r ansition f^on^ School 
to Work: A Study of - Laws, ^(legulations and Practices Restricting tv 6x1; 
Experience and Employment dpport unit i^^ for Youth , unpublished report 
prepared for the U.S. Office of Education, June 1975 . It might be 
noted that the committee which sponsored the report -rwhich is critical 
of Unwarranted legal ^restrictions on teenage employihe!nit--was formerly 
thei National Child Labor Committee, the major foiiim for'ch-ij.d labor . 
law advocates in the early twentieth century. See Waltei^ 1.' Trattner, 
Crusadve foy thje Children:. A Histoiy of th e Nation jil Child Lg^boig* Cpm-* ^ 
mittee and Ch ild Labor jlefdrm in America , VchicaggV ^t^uac^ra^ 

jmy: ^ ^ . ^-^^^ ^ ■ ^ .\ 
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whj.c.h establishes the federal minimum wage and overtime provisions. 'Ilius, 
a researcher interested in teenage minimum wage impacts^ cannot help but ' 
run across the child labor provisions .in these varipus statutes. 

It would be incorrect to suggest *that contemporary observers have 
been-.unconcerned about the possible effects of child labor laws. But ♦ 
there have been relatively. few specific proposals for reform; Most pro- 
posals have been quite general. . A typical example is arecent book by 
WiUai^d Wirtz, the former Labor Secretary, Wirtz states that.: " 

Federal and state prohibitions on persons under eighteen 
working in "hazardoHS occupations" are perhaps sigiiific^tly 
involved (as, a barrier to youth job opportunities) » ALthough ' ^ " 
federal offices report that only about _5^ercenf of all em- ' . ^ 
ployment is^ foreclosed- to sixteen and seventeen-year-olds by ' 
such prohibitions, employers manifest a considerable concern 
about their scope It adds to this contusion that the 

types of employment allowed for fourteen and 'fifteen --year- 
olds are considerably more limited • A comprehensive ^ 
effort must be made to eliminate these misunderstandings* 

Wirtz makes two points. First, he suggests that the effect of child 
l.abor laws should be small — that only 5%f of potential employment is 
affected. The (Jifficulty with this estimate is that it ignores the fact 
That teenagers are not likely to enter many forms of employment, especially 
thsjt^ recjuiririg professional training and skills*. What matters is .the 
pt^ppojrtion ^of jobs which could reasonably be sources .of employment and 
which are in fact restricted^by law. For reasons to be discussed below, 
it is difficult to pinpoint, precisely which occupations and ijidustries 
are dir^^ef^Ty^^ affected by child labor laws. However, a 

samjjT^ of high, school dropouts was assembled for analysis in this paper. 
It was found that roughly half the males . and a fourth of the females in 
the sample worked in occupations and industries which appear most likely 
to be affected after tihey attain ^e Since yblmgsters 18 years of 

age and older are. no lon^eij^ subject ^to child labor restrictions,* the po- 
rtent ial impact of tlie laws' on younger workers appears^^larger than Wirtz ^s 

5 percent estiitiate. ^'^^ * . 

k 



67 WiVlard Wlrtz/^ Tlie Boundless RegourcQ: A Pro s pectu s for an Education- 
Woffc Policy (Washinglfon: New Republic Book Co. , 19V5)^/*^.\j50. 
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The second suggestion is that the problem could be alleviated by . 

supplying more information to ejnployers. In fact, there is no shortia^e 

of Labor Department pamphlets the subject. The difficulty is that 

' . J^ . . 

the assertion contained in such pamphlets^-^that the laws are basically 

simple to understand and obey--is false. Instead, the laws are com-^ 

plicated, confusing, and overlapping. , v 



DEVELOPMENT OF CURRENT POLICY 

Two legal questions surround the field, of child protective, legisla- 
tion. First, at what age do individuals become responsible forVheir own 
behavior and choicest The long-term rise, in living standards hasXgrad- 

uaUy permitted this arge to ri^e, and only recently has a countertrend 

8 ^' 

of "children's rights" begun to develop. Second, below the critical age 

"7^ As an illustration, consider a recent Labor Department rel'easie" design 
ed to convince employers "that there is nothing complicated about the 
laws governing summer jobs." The reTeasegoes on for three pages des 
cribing federal laws, and then, notes that employers had better check 
up on state laws as well. In fact, .a perusal of the release is suffi 
cient to convince the reader that the laws are complicated and that 
the simple way to avoid violating them is to avoid hiring teenagers 
in a number of broad industrial sectors. See "Elisburg 'Explains the 
Laws Applying to Summer Jobs for Teenagers," U.S. Department of Labor 
\^ Employment .Standards Administration press release, 'June 12, 1977. 

8. . Readings on the isst!ie of children's rigl^s can be found in Robert H. 
Bremner, ed.. The Legal Rights of Children ^New York^ Amo Press', 
1974). Recent litigation has centered on the rights-iof juvenile 
delinquents to due/process procedures, the rights pf* dependent^ child- 
ren, in divorce cases, and fightsi of expre*ssion ih g^ttident n^ewspapers. 
The minimum voting age was lowered to eighteen years by the twenty- 
sixth amendment to the -e^jfistitution. Some observers have claimed 
'that the age of physical maturity^ i.e., puberty, his been declining. 
On the last point, see John A. R,/^'Wilson, et al, Psychological Foun - 
dations of Learning and Teaching^ second edition (New York: ^ McGraw- 
Hill, 1974), p. 302. . T • ■ * \ I 



of maturity", who will he the Rart)^ jesponsible fox making decisions for 
minors? Basically^, the alternatives have been family^ and'state. For ^ 
questions of education and work, child labor refprmeris gradually J?ushed 
the 'age of maturity up to eighteen years. Furthermore, they advocated a 
major role for^^^fi^ s^ate— rather than the family-- in dealing with these 
issues. » ■ ' • 

•j . A complicated web df Social and economic forces contributed to the 



.ri^ie of the child labor la*» movement • Industrialization brought-.*bw1t 
\;rjL^e in productivity which, made it economically feasible to delay wo.?;k ' ' 
lint ii. the late teenage years* As a :CQnsumption good,^ it might? be expected.-^ 

. that ^ an increased demand for education would arise as- living standard? 

■ • ■ i ^ ■ 

Tose^« Jiroij^an inves-tment viewpoint industrialisation appeared to create 

a, wide 'disparity in wage differentials between skiLred arid unskilled 

\{f ■ * ^ ^ 

workers. To the extent that ejducat ion provided a route into skilled 

■ \ 

employment, "'^jbhe demand for it could be expected to increase, 

*. • ■ # <. ' 

Industrialization also meant th&t child labor would take place in the 

context of an employer-pmplpyee rela;^ionship rather than a parent-child 

^ell^tionship, at least in urban area*'; The conversion of child labor into 

. - • ^ ■ „ . . .■ • . ' ' 

a^:. market trans,action brp^lft it to ^|^ter public attention* In contrast, 

reformers tended 

--even oh subsi 



jflift^iclzo the iuf -irtues of child labor on family farms f 
!|?Wti^-^^espite'^6me contrary evwlefice. The fact 

^ms^-^^i- .c. , . 

l&tai^'ion> of dopjiments relating txT child labor, child 
^;|ated;issu^^2^ be found in RojDert H, Bremner, ed., 

. Vjrt '^ericaf jm^ P^^HfUfntfin^ Ht'^irnn^ (Cambridge, Mass. 

Harvatd Un'i-V»l?pif^ss:,,.p7ja'^^ . 

^^#^||^^ti~b|;4i "l^^^ 1907-1'947.," Monthly 





10.>,See 
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lab^ laws *' 
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11, 



For imoTi^ 
Working % 
98 (Obtob( 



^j6i,'%7;C^g^t"'«W^ 127-34; and Paul G. Keat, 

ikes ' in '%GX|^l:io)p^il Wdgc: Structure, .1900-1956," Journal 

iiumonm^-, vol »r^A <tfiecember 1960), pp. 584-600. 

!j i-V!)'9w;- ' ^ ' -"^ ■ • ' '-:::*y'".. ■ ■ . 

t.-Wrt- . ; .... . ■ ^ . 

|^%Bis ijl^^sue, se|>^Dan4'el- J« B,», ^^itchell, "A Furor OVer^ 
"M^ the BuiNsraucJiOf Labor^*' Monthly^ ^^t)or RevieW> ^vol, 
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■ *i, *■'•!• ♦ • 

..tHat child lab,or laws are. generally less strict In agriculture is partly 
to this tendency;^ . • ^ t-^. 

J' : \.^ Urb^ization silho weakened the importance of the family as*a self- » ^ 

i^ccQnfwnwa prodBction Ainit^ ' e failure of the family t;o maintain con- 

v . trol over children aml^ixg the urban poor led to the phenomenon of '^street 

• chiidreii" who still have counterparts today throughout: the less-developed 
' '•' V 13 - 

world^,and in (wiVtennporary Aijaerican city slums. The visibility of such 

. s^eet children Ifed inevitably to the view that "the public must in some 

• .ifeasureyHtake |he place of those who ought to have been their natural 

14 

l\laT^^s and px^otectors. " The groundwork was thus laid for state 
..^\/imeirjent±^n in matters of employment and education, because the tradi- 
\ tioj/i'dl'. family wa^ viewed as an inadequate l^ontroL* ^ 



;■• V .i' ' . ^ pp-inlons on why parental authority was inadequate varied. Some 

\ .r^formq'rs simply viewed poor parents, as greedy exploiters of their own 

". "W^'-'-^ir t'' 'Ki^ ' . * ' ^ 

prtg^ny. Others assumed that the seeming lack of paJreT>ts ' concern for 
» thSir. children's educational needs or for the perils of too-early Ij^or 
k^. Y * ft^'r^ stemmed frofn the regr^ttabie ignorance of forei^ or 

. ^•^/'inxral immigrants into urban centers. Some also saw ryuired public 
' ed\ffation as a; method of weaning immigrant children fromi their alien 

is 

cijiltures. • ^ ' - 

As ' a result of pressure for child labor laws and schooling laws, most 
# states by the turn of the century required education somewhere between ages 

TT, Stijart M. Blimin> The Urban Threshold (Chicago: University of Chicago 
Press, 1976) , p. ^45. 

13. For a view from the earl/ part of this century, see 'Edward N. Clopper^ 
Child Labor in City Streets (New York: •^Macmillan, 1912). A con- 
temporary description can be found in Claude Brown, The Children/ of 
Ham (New York: Stein and Day, 1976). 

14* A quote, from officials of the New York House of Refuge, an agency 

which began to receive public grants' in 1829. See Joseph M. Hawes, • 
Children in Urban Society^ Juvenile^ Delinquency in Nineteenth Century 
America (New York: Oxford University Press, 1971) , p/ 46. 

* ■ • 

15. Breiijner, Lnildren and Youth , vol. 2, p. 605. 
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seven or eight and foux'teen to sixteen. In^axTdiiton, syme liinitiji: ions on 

miniinum waj^es and maxiinunv hours pf work for minors ,in industry were- often 

provided. According to the 1900 Census, children in the age bracket ten 

to fifteen generally did not work but a minority of above 26% did, with - 

agriculture being the most significant employer. Recent .evidence sug- 

g*ests that minimum schooling requirements in the nineteenth^century. tended - 

to follow actual practice, i.e,, those states with high educational attain- 

ment rates -tended . to raise their minimum school leaving ages. And it does 

* ^ ■ .. - ' • ^ 

appear that early state child labor laws restricted employment in certZiin- 

. * 17 . ^ . ^ V . 

sectors. . 

Within the child labor reform nftj^me^ there developed a rift between 

those who wished tp continue pressuring the states for stricter laws, and 

those who 4esired federal legislation. Ultimately, the'mov^ment united 

* * " . - • 

behind a push for a federal l^w^ The ^^tial outcome of this effott 'was' " 

the creation of the federal Children ^s Bureau of 1912, an agency which 

continues today, but no longer has responsibi Jity in -the child labor 
18 JJ* * " ' 

area.. two attempts ^o pass federal statutes liijiitiHg chil^d labor--one 
in 1916 and another in 19L8--ran afoul of Supreipe Court decisions declaring 
them unconstitutional. -Child labor reformers then sgught *a const itutional 
amendment* an effort which failed after a fierce opposition campaign^ during 
the state ratification process. ' . ^ ' ^ ' 

The need for a special amendment ended with the change in stance of' 
the Supreme Court toward such legislation in the late 1930s and early 



16. Idem. i ^ 

17. See William M. Landes and Lewis C. Solmon, "Compulsory Schooling Leg- 
.aslation: An Econopiic Analysis of Law and Social Change in the Nine- 
teenth Century," Journal of Econoipic HistorK vol. 32 (March 1972), 
pp. 54-91; and AH en R. Sanderson, "Child-ltbor Legislation and the 
Labor Force Participation of Children" Jbimial of Econoihic History, 
vol. 34 (March 1974), pp. .297-99. " . ^ ^ 

18. See Robert Bremner, ed.. The Unitefl States Children's Bureau^ ,1 912- 
1972 (New York: Amo, 1974). ^ 
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194QS. Congress passed' the Fair Labor- Standards • Act ' (FLSA) in 1938, which* 
contained child labor 'provisions along~v?ith minimum wages* and overtime 
regulationSi Since 1938, child labor has b'cen regulated at both the state 
and federal levels ♦ ' . , 

" * « * * 

CURRENT REGULATIONS * > . 

' Under -th'e federal FtSA, illegal use' of children^or teenagers is de- 
fined as "^^jkessive child labor." Enterprises^^gsidercd to be In inter-. 
' * state cominerce"Tln^er the act are prohibited^ fr^ using oppressive .child 
' labor in the production of goods 'dnd services- Shipments of such goods 
("hot goods") ac*ross state lines are also banned, . ■ \ 

Oi^tside agriculture, employment below age fourteen is basically pro- 
'^hibited, except for a few insignificant exceptions* limployment during ages 
fourt-eea and fifteen i^ forbidden in . manufacturing, mining, ^d other areas 
found^^^o^be hazardous by* the Secretary of ^Labor. At ageS sixteen af?d 
seventeen, empi^nfnent 'is regulated by jneans of "hazaruious orders" issued 
- by the Sacret^ry of Labor which declare certain t^pes o"f Jobs to be detri- 
mental tt) the health and well-being of teenage employees. These orders ^ - ^ 
^J^ are'fnQiS*- likely to affect manufacturing, mining, construction , transporta- 

tion, and .utilities, especially in occupations where contact with machinery, 

\ . * ' ^ 

jchfemicals, explosives, and so* forth is a pos^sibility. 

peiJial regulations iss6e<l by the Secreti^y of Labor limit hoiirs of 

or fourteen and fifteen^yeSr-old^, When school is not in session, \ 

* ■ 

employees 'in this a^e bracket may not .work more than eight hours per day 

nor more than forty -hours per wedk. -E^aring the ;jchool year, the limits' 

are eighteen hours pejr-weel^ and three hours per school day. In addition. 

Other limits are applied on t^ie hours ^during-which wor k day take place. • 

* . • <A 

Certain exceptions tio the general rules apply for vocational f^rograms, * ; 

For exqpiple, provisions are made for work/study ^arrangements for fourt^een 

\ and fifteen-years-crlds under ^rk experience and career exploration pro- 

grams, ^ These WECEP programs *are aimed. at dropout -prone students, and 

provide work^ experience under , supervision of local school authorities* 

Evidence from these programs suggests that the ^jobs provided have not 'in 



fact ..inter fared witli school perfojnj^ainca; they may even 4iw«rlmpTove.d 
it. Tliere aye also special exceptions for student learners and 
apprentices^, Jiowever,**^a'''Cat^ch-22^'*^ applies, since apprenticeship pro- 
grams often do not accep? applicaiits below' age eighteen, ok r«|uire a . * 

20 I 
high school diploma. . / ^ - 

An important element^of federal policy is that the FLSA^s sectic)/ ^ 
18^) permits state law to override the federal^regulations , whenever the 
state law is stricter. In short, the provijfion applicable to' an pmployer 
is, always the stricter of the federal and tt^e requirements*.^. State laws 
vary consj.derably so that t^ie importance of^the FLSA compared with the 

State requirements will vary \from state to state. In^a given stiate,* the 

\ ' 21. 

FLSA may be '•applicabj.e to certain youngsters and state law to others, 

^ ^ 22 * 

It .is not possible fo review the valrious state lawsr^ • However, it 

is worth pointing out that statjB lai^v1f^ay be scattered in various codeS, 

a feature whicK makes it more difficult for employers to determine require- 



19. y Denpis Roth and Ernst W. Stromsdorfer, An Analysis of the Edycational 

and Economise ftnpact of the Work- Experience and Career Exploration 
Pro gram, unpublished Working paper of the Office of the Assistant ^ 
" . Seci'etary for Policy, Evaluation, and Research, U^S /Department of 
Labor, l^ay 29 ,^ 1975.- - . ' . 

V 

20. yOther federal policies' have an effect * on teenage employment. In \ 
)articular, although the FLSA permits some employmeiU: of 14-15 year. 
ads, the Walsh-Healey Act--which applies to federal! contract ors-- 
^.rbhibits emplo^^nt of youngsters under age sixteen. 

exampJ^^'Ti^ California no provision is 'made for WECHP programs 
:e law,- so such programs cannot operate Since state law- 
ne federal. Howeyer, the FLSA is generally stricter for 
''oungstel^j/l^'ixteen to seventeen-years-old than the state law. v 

' ' . - ^ ' ■. 

A somewhat dated sunmiary of state child labor laws can be found in . 
U,S, Efureau of Labor Standards, * State Child Labor Standards , Bulletin 
158/ revised 1965 (Washington;, Government Printing Office, 1965). 
Highlights of revisions in state laws can be foundf annuafly j.n the 
Monthly Labor ^Review * 
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)iTWa it is necessary to consult the labor, '^^^ 



ments, For example, in Calif on* a it is necessary to consult the labor, 
education, and insurance codes t<r locate the relevant child requirements 
in the state, (Yhe^ insurance code deals partly with workers' compensation 
laws,- which have special features with ^regard to injury oT illegalfy emT 
ployed minors.) Certain sections of the administrative code are also ap- 
plicable^ ^ 
State laws gen'erally follpi^ the FLSA in terms of the types of cover- 
Typically, regulatiojfts vary at different age levels, with younger 
vyorkers subject to-stricter standards. Certain types of employment are 
restricted on the grounds, of physical or moral hazard. Hours are liihited 
to dovetail: with school requirements. The main unifying poii'lft about bo^h 
state an^ federal laws in this area is that application basically ceases 
^a.t age eighteen. Thus, despite the difficulty in summarizing the details 
of the laws,' comparisons of the labor market behavior 'of youngsters below 
'age eighteen with that of those above that age can ^irovide some . indication 
of the impact o«f overall child' labor policy.' 

'sectoral' employment IMPAaS OF CHILD LABpR LAWS ^ 

\ ^ . . ' ' ' ' ' 

The dearth of professional studies on the impact of. child Idbor laws 

leaves open the question of whether such laws have any impact at all. / 
Perhaps,, due to inadequate enforcemen-t or a "natural" ayoid^ce of modern- 
day teenagers of the types of jpbs which are restricted, the laws do not 
influence laboi>-n\arket behavior. In^principle, the lawis seek to shift 
teenage employment' from certain, sectors which are declared "off limits!' 
to 'others which are considered to be more desirable. Hence, it is essen- 
tial to examine available dlnployment data to determine if such ,an.' employe 
• ment -shifting effect can be de-tected. if . it'* cvannot , there i^ little point 

♦ 

in considering the reform of* laws which--for whatever reason--have tk) ^ 
noticeable influerfce* " . ' ^ * 

; School dropouts are mere likely than other teenagers to be affected 

•by chlTd laboj-jlaws. 'Drdp outs- are potentially available for full-time . 
work- while .Students are not. Hence, i-f^the impact of child labor laws^is 
detectable,, the logical place to logk.is within a gample of highjfcchool 

'dropout Si \ . ^ ' • ' 



* . ; The 1970 Cen^s of ^Qp^l at ion v^public use sai^ple'^ coraput, 
were used to provide a data base of ijidividuala not . enrolled 
with educational attainment of less than a higli. school diploma. 'Rosidents 
of rural areas, who are not the ! focus of this study, were deleted. Ana- 
lysis was confined to the West South Central, Mountain, -and J^acific ^ 
. • 23 * 

o^egionS. The limitation of the study to the. westei^^ -slates was dic- 
tated by the availaljility of computerized data and computer time.- It is 
believed, however, that the results discussed below. have ^general appli- 
cability despite possible yariations of state child labor laws across . 
regxonS. This is because the federal regulations constitute a floor on 
state variation. Only individuals within the' aga range fourteen to - # 
twenty-one were included. This decision permitted observation on both 
sides of the eighteenth birthday while excluding* individuals who were * ' 
well into adulthood. A total of 7,764 individuaj.s were seleieted, 48.5% 
of whom were inale; Since the sampldij contains only Qneypercent. of those 
surveyed by the Census, the sample represents 776,400 persons in the 
western' area. Within the |ampl^, 2,724 persons were employed. 

" Initially, the goal was to determine whether child labor regulations 
had the .anticipated' effect, of pushing empl9yed dropouts in the 'sample away 
from sectors restricted; by ^ese Jaws o It is difficult to pinpoint indus- 
tries and jobs which^ are specifically covered by chil'd labor restrictions. * 
But It/ is possible to designate certain^ndustrial sectors ?tnd occupational 
classes which ^eem^piost prone to regulation. A reading of the laws suggests 
that the industries most likely to be affected are mining, construction*, 

/■ J ■ 

t . _ ^ * 

23. For details on the public use simple ,v see S. flT^^reau of the Census , . 
I^ublic Use Samples of the Basic R ecord s 'from the 1.970 Census : Des~ 
, cription and Technical Documentation (Washington: Government Pa;;iiiting 
Office, 1972). A comparison of the Western sample with published 
Census data for the ^entire urban United States suggests that no sub- 
stantial demographic distortions 'were introduced by confining the 
^ sample to the /western area. However, nonwhltes ' tend to be ^somewhat i 
• \ undertQpresented in the west t:orapared with the entire country (17.4% 
of ' the dropout population aged , fourteen to tweftty-one versus 23»9%). 
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likely to he , affected are blue collar vrage--eamiug positions. ^ - (Un- 
paid family "'employment is less "Strictly regulated.-) Thus, one ap*proach 
used was simply to ^ef^ne employment in the" industVies and occupations 
enumerated above as" the "covered" sector, and all other employment as, 

"uncovered.",.^ » ■ . 

Since one goal of chil-dl«)or legislation is to reduce exposure to 
unsafe working conditions, a second "method of designating sectors 
likely. to be heavily affected by child labor regulation was also 
utilized. As a byproduct of the Occupational Safety and Health Act of 
1970, statistic^ on -industrial^ork -injury rates are -available. Thus, 
it is* possible to determine 'accident 'grates , according ^to detailed irt- 
%xlustry code and to isolate those industries with atiovd^average injuries 
per 100 full-time employee equivalents* Blue col Jar wage-eami<5^g em- . 

ployment in such industries was 'designated as "hazardous'' and all 

■ • • ^ 25' 

other emplo^TTient as "nonhazardous." . 

^ If child labor laWs had been constructed after detailed study of 

^ hazards' designdt ioi;i based on work injury rates would presumably Capture 

% ■ 

sectors -which were not available when most child labor provisions were 

24, — Bttre-xrot^^r employment was defined as including the- following 

Census ^"occupation classes: craftsmen and kindred workers",, 
operatives, .laborers, and farmers. 

25. ^ Industries were classified at roughly the three-digit S. I .C. level 

* ' on the basis of recordable occupational injury and illness rates . 

V i^n 1973. • (In a few cases of missing data, 1972 rates were used.) \ 

The mean rate iox the private sector in 1973 was 11 case^ per 100 . 

full-time ejnployee equivalents. N^ource; U.S. Bureau of Labor 

Statistics.. Handbook of Labor Statistics 1975---Reference Hdition 

(Washington; dovernment Prinjifig Office, .1975). The use of the 

mean rate of injuries to classify industries is obviously arbi- 

/ trary. If is possible that an alternative cutoff point would have 

' " produced different rfesults, .However, the general similarity of 

I 'the results of the two alternative classification schemes described 

in the text. suggests thai the general conclusions would not vary/ 

with reasonable definitions of hazardous industries. v 
• ■ . » \ - 
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drawn up. So despite the quantrtative aspect- of the hazardous/nonhazar- 
dous dichotomy, there is no reasoA to assume ^hat it captures effects of 
child labor laws better than the simpler covered/uncovered classifications. 
In any case^. th^re is considerable. overlap between the covered and hazar- 
dous secfors. . • 

The first step in the analysis of employment patterrts within the drop- 

p-^, »— ^ i 

out sample was to determine whether the sectoral rcompositiop of employments 
shifts toward the coveted or hazardous sectors at a^e eighteen. To make y 
Chis determination, the sample^was divided into employed individuals age^ 
fourteen to seventeen (ages regulated^ -by child labor laws^) and. ages eigh- 
teen to twenty-one (ages not regulated by child labor laws), the sample 
was'th^n subdivided into §ek, race, and other* demographic categories. 
Sii\cp/'the sample was relatively small, substantial disaggregation was not^' 
possible, ' • . \ 

Ta^ble 1 summarizes these breakdow^is for employed individuals. In all 
catego^i'ies;, exce{)t for nonwhite females, a higher proportion of those aged 
eighteen to twenty-one worked in. the covered or hazardous sectors than . 
'those aged fourteen to seventeen. Of course, some of the cells are tdo , 
sm^llilto psj^nit much to be said, about significance. "*But in most of 
the larger pells, a statistically significant shift in employment patterns 
— in the direction child labor laws would lead' one to expect--does occur. 
The shift seems to be greater for males* than for fema-les,' prol^ably 'reflect- 
ing a lower proptinsity 6f femalesw at all ages to seek blue collar work iV 



26. An approximately normal distribution was. used totest for statistical 
significance. The test statistic was defined as the ratio of the 
difference in sample proportions 'to thp' standard eAor of the diffe- 
rence. See Robert V. Hogg and Allen T. Craig, Introduction to -Mathe- 
matical' Statistics / third edition (New York: the MacMillan Company, 
1970) pp. 201-2. For, some of the smaller cells of Table .1, this 
test may be inaccurate. Most of the eel Is , -however, contain at leas\ 

' ■ fifty individuals, appoint considered to' be the cutoff for reasonable 
.. accuracy of -the test, ' • 



the restricted 'Seetors. 

These conclusions 4::ontinue to hold when the sample ia^^disaggregated 

along demographic lines-l For example, theisj/^ no evidence of any 

* * 

differential on nonwhite' females, (Of course/ a large sample size for 
this group might be more revealing.) The results .for nonwhite males cjire 
not . substantially different than^those for whites > and are less statistic 
cally significant. . Voung people not living with. both parents and who 
are not themselves married with spouse present- can be expected to »have 
less* adult guidance (or less adult responsibility) than pthel^oungsters , 
But the differences between the sectoral employment composition of the 
older and youngOT individual^ not living in husband-wife families are 
smaller and/Te;5S significant than the differences for those who do |ive 
in such ''f ami lies. Similarly:, s^nce youth en^loymerl'^ prcJbl ems are often ^ 
assfociated with large urban centers^^t might be expected, that those 
living in the larger cities would be more yaffected by child labor laws* 
than those vho do not. But the^ table indicates -only slight differences 
in the results, for lalrger and smaller urban areas\ 

Some evidence on the maturity effect can be foupd on Table 1, As ^ 
was previously aoted, comparisons of older and younger workers might be 
influenced by differences in maturity which alter employability in various 
sectors*. One element of maturity at tjje /age- range 'in the sample is the 
tendency to be married. Oniy 14% of the males the younger- age groups 
were married with spoi|pe present, compared with*41% oJ\ the oj^der males. 
The figures for females wete 19% and 41%, respectively.. However, even 
when the sample is broken down intft single and i^l^afted individuals, the 
gaps in th? proportion employed in covered or hazaraous jobs at the two 
age brackets remain. If marriage is importaijt inj^etermin jng these sec- 
toral. employment ratios--and it does seem. to^ boost the ratios for males-^-' 
it is still not sufficient to eliminate the marked^^shi-ft in employment 
. at ag? ejighteen . in the dropout sample.' 

. • " There are, of ,course; other facet's of maturity besides^ marriage . But 
• whatever maturity entails, it seems ' unlikely that adulthood Is ,a tiuality 
which is bestowed on an individual as a one-shot ^event at aj^e eighteen. 
•It\ seems more teasonable to. assume that maturity accrues gradually. If 



TABLE 1 ' 

EMPLOYMENT COMPOSITION OP' EMPLOYED 
SCHOOL LEAVERS ' ' 



Males 



Females 



Sector 



Sample size . 
Covered (%) ' 
Hazardous (%) 



Sample size 
Co.vered (%) 
Hazdrdous" (%) 



Sample size 
Covered (%)\ 
Hazardous ,(%) 



Sainpl^ size 
Covered (%) 
Hazardous (%) 



Sample si-ze 
Ha^^^yous 



Siample size 
Covere'd (%) 
Hazardous (%) 



Sample size 
Covered (%) 
Hazardous (%) 



Sampld size • 
Cayered (%> 
Hazardoys (%) 



14^17 
years 



399 
32.3 
42.4 



353 
32.0 
43.1 



46 

34.8 
37.0 



224 
, 39.7 
57.;- 

. f 

24 ' 
37.5 
45.8 



291 
33.7 
44.3 



108 

28.9 
. 37.0 



342 
31.0 
41.2 



18-21 T^sf 14-17 
years Stati§tib 'years 



18-21 Test 
year Statistic 



Total Sample 



1327 
49.1 
52.9 



6.16 
3.73 



White's 
1118 ° - 
. 49.3 5.96 
53.1 '3.32 

Nonwhites 

209 * 
4^y§_/l.67 
51.7 1.86 



♦238 
13.5' 
12.6 



l98 

12.1 
• 11.6 



40 
20.0 
' ^7.5 



760 
23.7 
19.5 



642 
2/*. 8 
19.6 



lis 

17.8 
1816 



3.79 

.2.65 



4.40 
2.90 



,30 
,16 



White Blue' Collar Workers (A) 



863 
57.4 
62.1 



4.81 
1.35 



57 

48.6 
37.8 



190 
72.1. 
52.1 



2.66 
1.63 



Nonwhite Blue Collar Workers (A) 



139 
65.5 
70.5 



.2.62 
2.27 



14 

50.0 
42.9 



27 

74-1 

70.4 



1 .53 
1.73 



* Living .in Husband- Wife Families CB) 



977 : 
51.4 
56.1 



5.33 
3.55 



159 

10.7' 
• 10.7 



35 

23.6 
18.9 



4.20 

2.75^ 



Not Living in Husband-Wife Families (B) 



350 
42-. 6 
44.0 



^.92 
1.30 



79 225 
19.0 / 34.0 
.16.5 20.9 



t 



N^gle C 

784 
45.2 , 4.62 
40.0 -.36 



192 
14.1 
13.0 



446 
■21.7 
18.2 



.95 ' 



2.42 
1.69 



Sector 



Sample size 
Covered (%) 
;» Hazardous (%) 



Sample size 
Covered (%) 
Hazardous (%) 

Sainpilf size 
Covered. (%)^ 
Hazardous ('). 



TABLE 1 
(Cont'd) , 



Male^ 



Females 



14-1*7 
years 



57 

40.4 
'49.1 



177 
32.8 
42.9 



222 
32.6 
41.9 



lg-21. Test> 14-17 1^-21 , Test • 

^years Statistic 'years years. Statistic 



Married -Spouse Present 



543 
54 . 7 2 .-It) 
59.9 1.54 



46 

10.9 

10.9 



314 
26.4 
"21.3 



2.98 
2.04 



Living 'in Smaller Urb^n Areas (D) 

579 • - 1-08* .326 

,45.9' 3'.22 ■ 12.0 ?1.5 2.44 

51.1 1.92 • 13.0 17.8 i.25 



748 
51.5 
54.3 



^ Living in Larger .Urban Areas (E) ' 

2-.&7 



5.38 
3 .28 



130 
14.6 
12.3 



434 ■ 

25.3 
. 20.7 ■ 2.42 



(A) See footnote. 24 of text foi^'ocqupations indued. ^ 

(B) Living' with both parents or married, spouse present . * - , 

- • ■ ■ * 

(C) ' Includes never married 'as well, as 4i^^orced, windowed, and separated: 

(D) Urban areas of 500,000 population or less. . . • . , 

(E) Urban areas pf population greater than 500,000. . *, \v ' . 



/Source : see text . • 
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SO, a better understanding^of, the maturity effect might be obtained from ; 
a more detailed age breakdown that was sho\m on Table 1, . - , ' 

Two problems arise when detailed age groupings are lised. First, the 
sample size in any cel^l is reduced, d.eci>easing the precision of the es^^iu^^ 
mates. ..Second, comparisons of fourteen- to^ fi^fteen-year-olds with six- 
teen- to« seventeen-year-olds are distorted by the differences in child 
labor laws whicH '^apply to these, two age; brackets , Bd{h these considera- 
tions suggest that .special attentcron should be paici to a comparison of. 
eighteen- to nineteen-year-olds witli twenty- to twenty-one-^ year-olds/ 
The sample .size is larger for these older persons than for the younger 

group and*neither ag^ is covered by child Ig^bor laws, extept-for possible 

♦ . 27 

"echo" effects for individi^als not far. beyond their eighteenth birthday, . 

Table 2 shoWs that for males — both white and nonwhite-there is no 
significanlil^hift in employment patterns toward restricted, work betvveen 
ages eighteen to nineteen and twenty to twenty-bne. If raaturitj^ was 
f)ushing employment toward th^ restricted sectors^ at tli*se age levfels, a 
significant* shift would be expected. The fact that none is found 3uggesf*s 
that growing maturity by itself does not bias '"employment toward sectors 
festricteS^ by child labor^laws, at'^least at ages hot far ab.bve the years 
. when child labor laws apply. The gap between ages sixteen to seventeen 
and ages eighteen to nine'teen, in contrast, is always significant and 
positive. . ' 

For ^^ales, th6 pattern is less clear. First no/whdte females — " 

vyhen examined on Tabl^^--show no: evidence of a .shl^ft toward restricted 
♦ . 

f 

f / ■ t 

■: - ■ : . : -i : : : : 

27. Those who are just, beyond their eighteenth, birthdays may notshave-JjfKCa 
sufficient time to change th^effr" sector of empj'oyment. Since these, 
echo effects of child labor laws will reduce the significance of 
differences in the sectoral employment .ratios betwee^i sixteen to 
. ^ a^venteen-year-olds arid eighteen to ninGteGn-year-odds, the analysis 
^^-^ydescribed is strengthened. * ^. • . \ 



TABl,E 2 



■ ■ . \ 


14-15 
years 


,16-17 . 
years 


18-19 - 
^yeai^s 


20-21 
years 


White Males (Number)^ ■ " ^ 


80 ^ ' 


273 ■ . . 


530 . 


58? 


Covered' (%) V 
: Hazardous (%)' 


20,^ 
* 22.5 


26.7 
(1.29) 
40.3 ■ 
. (3.22) 

^ 


42.^ 
(4.63) 
48,1 
(2.12) 


• 45.7 '4 

(1.04) 
. 47.8^ 

(-•..10) 


Nop^hite Males (Number) 
Covered* (%) 
Hazardous (%) 


. 15 
• 26.7 
33.3 

t 


31 

16.1 
(-.80) 
.. - 19 .4 
(-.•^ 


94 

40.4 
^(2.92) 
42.6 
(2.65) 


115 ' 

• 46 . 1 ■ 
(.83) 
50.4 

(1.13) *• 


White Females (Niinber) 


47 


is/ 


288' • 




Covered (%). 

Hazardous (%) 
• ■ < 

/ 


.6:4 

14. V 


13.9 
• (1.6^) 
10,6 
(-.75) 


20.1 
. (1.69). 
18.1 
(2.22) 


bg.5 

(2.50) 
20.1 
. (.64) 


4 

Nohwhite Females (Number) 
• 


■ • ■ 

10, 


♦3Q . 


39 


79 


Covered (%) 
Hazardous (%3 

Jn ^ . — - 


. 30.0 
20.0 

1 


16.7 
. j:-.83) 
16.7 
V-.23) 

1 ' ' ■• ■ ' 


20.5 

(.40) 
23.1 

(.67) 


16.4 
(-'.53) 
16.4 
(-.84) ' 


Xotal Males (Number) 


95 

• 


304 


624 


703 ^ 

1 


Covered (%) 
Hazardous (%) 


> « 

21.1 

— * 

24.2 


.25.7 
! (.94) 
38.2 
(2.69) 


. 42.3 
(5.20) 
47.3 
(2.65) 


r 

1 4jB.8 
i (1.2B) 
. 48.2 

(.33) 

I . ■ 

t ■ ■ » : 


Total Females (Number) 




^- — : 

' l&l 

» 
1 


327 


; 433 


Covered 
Hazardous (^) 


ro.5 ' 

15.8 
1* 


14.4 

(.81)' 
11.6 
* (-.78) 


20.2 
' (1.69) 

it.7 

(2.21). 


263 
1 (1.99) 

1 / (.48) 

1 : ^ ^ 



Note: The test statistic in* 
with figure in column 
Source: See text^ 



parent^heses compares tHe figure above 
to the left* 



^ ■ ■ ■• ' ^ • 

■ - ■■■■ ■•• ■ ■ ^ ^ ■ .. ■ 

employment at age eighteen. Hence, a search for a maturity' effect among 

females must necessarily be confined to whites. Second, the data on white 

females betweef. sixteen to nineteen ages and twenty to^ twenty-rone suggest 

the existence of a njatHr/ity effect when the cpvered definition is used^ 

but not when the hazardous definition is applied. Thats.is, there is a 

st'a'tistically sigjiificant shift toward covered employment by white females 

between eighteen to nineteen and. tW6i:ity to twenty-one-, but; not toward 

hazardous employment. . " . . 

^n short, it has been estaj^lished that a statistically significant* 

shift .toward employment in sectors restricted by xhild labor lavy$ bccurs 

in a sample of western school dropouts between ages fourteen to eighteen 

and eighteen^to twenty-one. ;For*^males, it can reasonably h€ inferred 

that the shift is due to the lapsing of these laws at age eighteen. Re- 

call th^*t the sample, is composed entirely of high School dropouts/ Thus, 

the males included An the sample did not experience the breaking point 

which^^e rest of the population encounters at approxiftjately age Ts: a 

high. school graduation. Moreover, sin^e there wotild presumably be a time 

la^ between a person's eighteenth birthday and a resultant employment 

shift, the fact that a statistically significant shift is observed in the 

♦ ■ * . 

data lends support to the child labor law interpretation. Due to" over- 
lapping juri^diptions, there is no way of separating the state versus 
fK^ral impact. s . - • v_ 

For females, the evidence is less clear. Among whites, the possibi-' 
lity tha^ soliiO: undefined gradual , ^maturity effect is causing the shift 

rather than a cessation of legal jjestriction cannot be "dismissed. How- 

* \ * 

ever, the suggestion ^hat child labor laws affecf^males more than females 

is not surprising;, the rft^tricted types of employpien^have tended .to be ^ 
traditionally male. Of course, as women enter "male'Toccupdtions in 
greater^^.numbers , this distincti>^^ cQiild fade. ^ . * ' 

OVERALL EMPIOYMENT IMPACTS OF CHILD LABQR\^WS ^ " 

Th^-evr^ence present^ sp far deals only with the mix of employment 
between sectors, not with the overall number employed. In principle, child 
labfijr laws could affect the mix and not the magnitude. However, it is 
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also possible ttiat the laws . complicate, the^ oh^^l|j^rch ^tcccesB for teen- ^ ' 
;^'agers, thus resjil^ing in. fewer -teei^^^ers actu^^^Ff j^iding 'emmoyinent. 

• (Jr. its coulH be that the lawS '^crowd" teenagers into c^tairt sectors 
^ where t^e. resulting . depression of wages .ei|:her is or be£:omes . limited by 

a minimum .wage floor. At such a floor, the..numbor of job& is^^inherontly 
^^^^f^txed, and t-eenage disemployment, could ^result ^ RLnally/ it is fpssiote, 
. 'that*' teenagers \)^iBw^the jobs in the unrestricted sectors as les^ desir^le 
)than restfictecfjobs^ . If so,- l^bor force ^participation of 'teenagers ^ 

* ^ ■ ■ ■ •■ \ ' ■ \ 

migh^N^be reduced, ^ ^ * . ^ ^ * 

.In e:»(5loring the possibility of an overfill employment impact, tVie . 
sample of/wes tern school dropouts is. gigain of uj^^, since the individuals 
included' could be expfected to be mosf sensitive to regulation by^ child a 
labor laws, \Even with this ^am{^,.vi^ was felt that mor€r.c9iild be Reamed 
by using employment rather J;hanv anemiployment as the de^pendent variable. 
At the younger end of the" lahar matket , the definition oF' unemployment 
credit es^e lit known problemsK;fjBlatiiig to discQuragement and mafgyial attath- 
ment to "tncKabor forc«» Other studies .have found the employment-to-pbpu- 

lation^ratio^to be useful at this age ipaige since its meaning is less, am- 

■fl ■ . • ' 28/ ' ^ ' ■ 

• bigjuous/ / Thus, the. calculations described below make use of this:ratio, 

* • , \ / * ^ f " u ^ ' ' 

Yo<j^6r school leavers tend to have relatively low employment.-to-^opu- 

'^^^^ lation ratios when compared with elder's chool leavers/ Tlie causers of this" 

difference probably include the tendency 'of younger persons to be j^rceived. 

^ as 'b^ving lower productivity,, to have less job experience, and to be under 

^. le ss g^ essure to seek work due to latk of dependents or income from fami-ly 

. ^ sources. Thus, the difference between, the employment ^ratios for yqunger 

" . individuals below age eig^een and older bne^ shoulcl represent aft upper- 

. Jimit est^m^te pf^the overall ^hild labor law e:^fec;t* llie estimate, can be 

soraQwhat refined by tonfihing th'e older comparison^ groiiJJ to eighteOT?^ to. - 
, . ■ / . " . ■ ■ 

nineteeAr^ar-olds, ,i.e/, omitting those in the .sample a^ed twenty tji^ twen- 



ty-one. Ev^ so, 1^ shoultl still exaggerate the chiXd^labor law inij|^i^t| 



X 



28, See U,S. Btireau of Labor Statistics, Youth Employment artd Mln imlun . ' 
Wages (Washington; Government Printing Office, 1970), p. 43. 
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. An alternat^ive prodfbd.ure^ is to make ap Qxplicit adjustment for 
maturity in explaining employmeat-to^-pppujation r^^tios at ages below 
eighteen yeaxs. The most obvious adjustiflent' is .ti) take account of the' 
maturity effect observed betwfeen eighteen- to nineteen-year-olds and 

^ tvfer}Xy^ to twenty-one-year-oldS., broken down by race an^ sex." Differences 
between the^.e older groujjs can then be^rpj^Gted backwards •onto sixteen- , 

. to seventeten-y.ear'-olds and. fourteen- to fifteen-year-olds on a linear > 
basis. * Such adjusted ratios, wKen compai^ed with the attu^l fjLgurds, can ' 

..be expepted represent lower-linH.t estimates df'lthe effects of child 
labor laws^ since greater . changes, in iiferstyle are likely to^take place 
. for dropouts^ between eighteen or nineteen and tV.erity to twenty-one years 
thaji between fourteen or fifteen "and sixteen to seventeen yeafs. In .par- 
tieular/. a greater tendency to marry, acquire dependents, or simply be 

"on one's own" is likely to be found between tKe older age brackets than ^ 

/ . 29 * • 

between the yotinger 'ones. However, it mu^ be recognized that- a linear 

adjustment is extremely crude and that the resulting estimates are' best 
viewed as suggestive rather than definitive., 

Table|g presents the results . of the two calculations.. vShown is the 
^mplo^ent. "deficit ," the difference between actual employment and enq^loy- 
nt that would have been expected in the' age range fourteen to seventeen 
years based on employmemt-to-population ratios of eighteen- to niheteen- 
year-old^. The lower-limit estimates include a linear adjustment for 
• ^ • . " ^ • ^ * ■ i/ • 

|ar of the Census, ^sihgle men under twenty years had an 
farce participation rate of 49.0%, compared with 95.5.% 
for married men with spouse pres.ent "at the same age. < Married women *' 
under ^v^^enty with spouse pres'ent had a rate of 3^.0%,' not far telow 
, the single jcg-te of 59. 5%. Thus, marriage tends to raise the labor 
force 'activity of -males drastical 1^, > and lower it for females some- 

\what. The propensity' to become independent at. this age level is 
likely to outweigh the somewhat depressing effect of^marriage for 
females.^. Data from U.!^.' President Hmployrtient and Training Report of 
the President > ,1977sJWashingtoni Government Printing Office, 1^77) , 
Tabl9 B-2. ^ . 
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, ■ . TABLE 3 - 
, EMPLOYMENT /?DEF;CIT" ESTIMATES. FOR 14-17 YEAR 0L1) DROPOUTS 
^ 1_ 1— ^ " . ^ — ■ — 



\ Lower-Limit Estimate 



Upp5r- Limit Efe4:imate 



White Males 
White Females^ 
Noriwhite M^lles 
Nonwhite Females 
Total 




Estimated 
Employment 
"Deficit" a/ 



"Deficit" 
as percent 
of noD- 
employipent 2/ 



Estintfeted , "Deficit" 
Elnployment ' as percent 

."Deficit" l/v.^^'^of non- 

employment V 



. -5^.20.0 
-5,900 ; 

^ - 

. c 

-11,000^ 



8.3% 
■6.2% 



5 . 3% 



-13,300 


21.3% 


-11,900 ■ 


12.4% 


- 4,600 


15.0% 


- 1,000 


4.8% 


-30,800 


14.. 7% 



i^Each individual in sample represents 100 persons. The "deficit" is the difference between 
actual employment and ei^ployment which would be expected based on employment ratios of^ 
older persons. See text for details. ^ 



2/ 



r'Nonemployment consists of ^persons unempl 



Sou'rce: See text. " 




the labor force. 
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maturity; the upper-^lijnit figyresi do not, Taken literally/ the figures 
suggest that 5-d5% of utban school leavers aged fourtantn to seventeeen 

years in the western area who are not employed would employed in the 

■ < . . • ^ \ ' , • . ■ - - ' 

absence of legal constraints* , These estimates Represent a range of 11,100 

^to 30,300 persons 'in the western area. 'Projected to the national level, 
the rai^e would be on the ord^r of 38,000 to 106, 000* . ' 

\^ ;*It* is unfortunate ^hat the range^f estitnatef is so wid^.. The • . 

•authoi;^woifl4 lean toward the lower-^limit estma^W as heing more accurate, 
despite 'their exclusion ^of nonwhites. That females make up more than half 

•of the lover-limit estimate and over 40%"^^? the upper-limit estimate is 
suspicious.' Nonwhite 'females did not^'s^m to evidence a sectoral employ- 
ment impact, btit they arfe represented in- the upper-^limit deficit estimates. 
White females are represented in both upper- and lower-limit deficit esti-, 
mates. As was noted in the previous "section, evidence on the sectoral 
employment effect for this group was ambiguous. But it is possible that^ 
child labor laws could have a discouraging effect on total employment for 
Temarles,* even in the absence of a sectoral shift effect. The laws impose 
restrictions on employment - in alTsectors with regard to hours, working* V 
paper requirements, workers* coippensation laws, and so on. 

, ./ ,.• -■ , _! 

30 • For the upper-limit estimates^, the difference between the employment 
.to-population ratios for eighteen to nineteen-y€<ar-olds was compeared . 
with that for fourteen to fifteen and sixteen l/o seventeen-year-olds. 
The differences were multiplied by populations in the sampl^^t these 
two age ranges to igsfcimate the employment deficit. Thi?s calculation 
was made ^y rai^Je^aniJ sex. • For the Ipwer-limit estimates the eighteen 
to nineteen-ye«*ald ratios were lowered by a maturity factor to ob- 
. tain the "expJB|ri*<^ rates for sixteen to seventeen-year-olds. The 
derived rate wa^fcain lowered by the maturity factor* to obtain the 
expected rate for fourteen to fifteen-year--olds » As an. example, for 
white males the emplV)yment ratio for eighteen to nirieteen-^year-Dlds 
was 50.0%. This was 6.3 percentage points b e low , th^ ratio for twenty 
to twenty-one--year-olds. * * Thus, the matur j.ty f actrar was sTet .at 6.3. 
The expected ratio was set for sixtleen to seventeen-year-olds as 50.0 
- 6.3^= '43.7%, The expe^ed ratio for fourteen to fifteen-year-olds 
was set at 43.7 - 6l 3 ~ TI A%. Actual ratios for tfie^e two age 
^ " ranges .were, respecri^^^y, 40o9% and 26.8%. Hence, a deficit in 
employment i^indicated^ jFof nonwhites, the maturity-adjustment 
technique tended to underestimate thg^N^mployment ratios, so po.de- / 
ficit is estimated for them. 
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The andl)rsi.s of the overall eroployraenr effect is certainly tenuous. . 

*^But it does suggest tfiat. chifd^abor laws do have an employment- discour- 

• aging impacts, at least on certain droppujts. Giv^n the magnitudes qsti- . 

mated, relaxing the. laws odiously will not solve the entire youth empJ.oy- ' 

^ ment prpblem. But it does'-appear' that costs af6' imposed bycurrent policy. 

The-^iext section critically examines^- sOme of the benefits that th^ laws 

'are § aid t!oN^ gender. . • ' ^- ' ^ ^' ^ *^ • Vr- 

. ^ ■ . • *■ . 

BENEFITS OF, CHILD LABOH- LAWS 

Arguments for child labor legislation >have usual ly\c^en^^ 
thr^ aspects of youth employiriftnt . ^ First, prem^t^i^e^ work was bel\^ved ' 
to erK}anger a child^s health and safety. Second^^ early work was said^ to 
be a cause of delinquency, while-school w^S held \o- repress delinquenhy. 
Third, it was ar&ued that premature work'wQuld limit a child's educ^t/ion: - . 
^ind the J>enefits derived thereftrom. • In .parti cu"^ar,. it was believed that 
premature entry into employment wou^^le-ad to- 4 lifetime of' "dead-end" 
jobs 'due to insufficient edQcatitSn an^y)pport Unity for, training. That 
'is, a dropout's first job would-be typical .of- what he or she 6ould expect 
over a lifetime. These issues ^re discuSsed below, and some longitudinal • 
data from the 1970 Census are offered on ^the i^ue of a lock-in effect 
with 'regard to dead end* jobs. . * * ^ * 

ti.) Safety • " ' " t " • ' ^ 

There is little of an empirical nature that can be sai'd on the safety 
issue, dontemporary child. Jabor laws really regulate the employment of 
teenagers, Tiot children. Thus, the older arguments' ahout stunted growth 
no longer apply. A k^y issue is whether teenagers--if 'they worked in 
currently restricted areas ---woul d- 4iave >iigher accii^ent rate? than adults. 
. This question cannot bp answe^^^d from standard sources of labor-market . - 
data, ^t mig1it,be inferred from automobile accident records that teerfagers 
are 4e.S9' careful .tHan adults. However, tinless a. case uan be ma'dp tliat on- 
the-job ac<:i^ent • rates woiHdJi^^ it is hard to sete. the justification 
for special arrangements for teenagcrs--pkniculMrly plder dnes-^^in the 
face of federal job-safety requirements for all workers, under the Occupa- 
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dbal Health and Safety. Act. Perhaps some . coraf Qrt can be taK^,from 
the finding above that the hazardoys and covered sectors heavily overlap. 
To the ^tetit that a special rationale for teenage safbty^^ersus adult 
safety can be adduced--e,g, , the lifetime cost of a, uermanent injury is 
^likely to.be higher for a younger person with .morie years in the labor 
market than an older flel'son-^it is reassuring to find tha;t child labor 
^•laws do in fapt tend^ro tcover relatively' hazardous industries. 
\ii.) Work., School^ 'and Delinquency'' , 

Although it may seem surprising to contemporary, researchers is the 
early part of this century, employment was seen as a^ cayse of^ delinquency, 
not a cure. The sa-cane;i "street trajdes" — shoeshine boys, newsboys , -and 
messengers--were vj-ewM-^S iitt^e more than exciises to stand'around 6n 
street corners and get into trouble. A major study by the old Bureau' of 
Labor demonstrated that delinquents were n\cu:*e likely tp^.have been employed 

than nondelinquents, and imput^ed a causal relationStiip tunning from worl^ 

" 31 • ' ' ' 

to crime. A modem' analyst would he more likely to assume that work 

- ^ ■ ' . \ 

and delinquency were both negatively associated with family income in . 

the Bureau of ^ Labor ' s sample.' , . • ^ 

' ^The assumption thia* school reduces delinquency has been quest ioned^ltil 

recent literature. The actual effect * appears to depend critically, on th^ 

type of experience a youngster is-having in school. Ftiilure in school can 

-be an alienating -experience which increases the propensity for crime. « To 

the extent that dropouts can make a reasonal^le accommodation to adult norms 
while' at the same ^t^flte meeting" some- of thfeir own aspirations, their delin- 
^quent tendencies can be reduced. . Improved^ access to employment is an 

• ■ » 

U.S. "Senate Documents, 6lst Congress , 2nd Session, Woman and '(^Al^ 
Wage^Eamers in the :United States, vol. 8, ^Ouvenile tfelihquehc/ 
' , and its ITeVat ion to Employments^ /(Washingtbn: Govemm^t Printing ' 
Office, 1911). ^ ^ ' 



I 

52. Delbert S. Elliott and Harwin L. Voss* Delinquency 'and[ ChKgpptft (Toron- 
to: Lexington Books, i974\, p. 60. 
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obvious route to both social izatioiii and /^hieyement iOf aspirations. 

* ' ♦I 

M l 

• (iii*) Education and the Lock^in Effect^ 

The correlation between income and education is so well known that, 
thefe is little point in ' commenting r>r\ it. Nor can the long-standing 
debate as to whether .a44ed' education truly is the cause of^ higher income 
be- discussed, here* But 'one point is worth not l^TgT^ Th^^ gross*^or relation 
betweeiu education and income seems to be, heavily dependent on the rela- 
t ion shi^ between education and occupation, ' Education appears to be an/ 
entiy-w$iy into^etter occupations— in 'terms of pay and other features. 
Once the occupational effect is removed, the variance in income explained ^ 
by education is reduced. It is easy to f;nd detailed occupational classi- 

fications in which dropouts have only minor wage disadvantage--if any--in 

. . . 34 * . . ^ 

full-time ea:^ings. relative t» high school graduates. 

V Still / it cannot be denied that on the average, dropouts fai^^more 

po^ly than graduates. Even substitute forms of education' do rl6t seem to 

\close the gap. For example, dropouts with vocation^^^raining enjoy a 

. . « ^ 

33. Some sociologists have eiri]phasizedyk4ocked , paths, to achievement of 
aspirations as a cause of delinqifcnoy. Put simply, if legitimate 
paths aire closed, illegitimtrt'e^.ttaj^hs, are more likely to be chosen. 

♦ See Richard A. Cloward and LloydWE'. Qhliiij Delinquency and ' , • 

Opt) q|t unity (Gl#ncoe, 111.: Fred Press, 1965) . Econolni<(ts have also 
pur3fRd~this framework and find eviden<:e for it . „ See Belton M. 
Fleisher, "The Effect of Unemployment on Delinquency," Journal of 
Political Economy , vol. 71 (December 1963), pp. '543-53, for evidence 
that unemployment and delinquency are positively correlated. . 

34. Qn the basis of medi^ earnings for white males twenty-five years to 
thirty-four years of age working fifty tO . fifty-two weeks per year, 
twenty-two occupational .classificatiorts can be Identified in which 
dropouts have an earnings disadvantage of less than 3%. See U.S. ^ 
Bureau of the Census, Earnings by Ogcupatlon and Education . PC(2)-88 
(Washington: Government Printing Office, 1973) , .Table- j.. Dj-opouts 

- are defined as those With "dne to thxete years Of high school; graduate 
are those with no college. attainment. Ocoupations include police 

• officers, cashiers, insurance sales workers, bus- drivers, an'd bank 
. officials. . ' - - ; 
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larger wage preAivmi relative to untrained dropouts than trained graduates 

do relative to untrained gyaduates\ But untrained graduates still, enjoy^ 

• ' 35 ^ ' 

higlier ajjerage earnings than trained dropouts; 

The oa?iginal child labor Teformers saw. great perils, in premature v. 

employment, . And, today, fears that early entry into "dead-end^ jobs 

,vould lock teenagers into such jobs during their entire careers remaiYi # 

an- import an t^ource of sup port for c urrent child labor restrictions. It 

is ^therefore important' to examine the' available data for evidence of a 

*'lDcked-in" effect. The evidence described below does suggest th at s uch _ . 

■* ■ " ■ ■■ - g . ■ 

an effect -may exist. Howevj^r, as will be noted at' the end of this section, 

'this finding does not imply that child labor laws are the optimum re^ 

P^|T^6. 

Tq deal with the lock-in issue, a second sample was dtawn from the 
public user sample of the 1970 Census of Population for th^^iffe9*^rn area.. 
.In the 1970 Census, some respondents were asked about th^fii cuijrent etft- 
ployme'nt and their employment ,five years before (U 19^). ^ Thus,, it is 
gossibie to trace* occupational ^mobility patterns acrass ^|^.five-'year 
period. Since child labor laws would -affect the patterns of ajiyone'who . 
was under eight^e en years in 1965, the sample was co^^frned to^ individuals 

at least eighteen but not more than twenty-five yeiars of age in 1965. 

*■' ■/'■ 

Again, it was hoped that the behavior of older individuals ^would provide . 
some guide to the behavior that younger . person? would exhibit iri the 
absence of legal constraints^ The sample^was further confined to urban 
males with educational attainment -of at least nine, but not move than 



35"] .A twenty- five to thirty- four-year-old male dropout with vocational 
training had median, earnings in 1969 which were» 17% higher than a 
dropout without training. A high school graduate with nO college 
attainment with training hj^d only a 7% premium above an tintrdined 
graduate. But a trained dropout earned 7% less than an 'untrained 
graduate. See U.S. Bureau of the Census, Vo c at i on al Tr ain in g , 
PCC2)-5C (Washington: Government- Printing. Office, 1975), 'Table 10. 
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twelve years who heen employed both in 1965 and 1970. A^total of . 
5!434 individuals Were included, representing a .western population of ■ 

543,400. ■ .. ' \ ' f 

Por purposes of this study, /occupations were ranked by avierage male 
full-time earnings at all age levels. TKe all -age average appeared to be 
a better guide to' lifetime' earnings thap the^earnyigs of younger workers. 
A total of 102 GensusV occupations(was used to clarify employment. A " 
move^to a lower-ranked occupation was consid^ed *• deterioration • Since , 
no. two occupations had exactly the same earnings, no change m status 
w^i synonymous v/ith no change in occupation. 

The lock-in effect would be benign if it applied only to high- wage 
occupations. ,th.us, concern centers on the possibility of being locked i 
into^low wage positions. Obviously, the Gutoffs for defihing low and 
high, wage jobs are inherently arbitrary. As a i^j^ter pf convenience, the 

sample^vas divided roughly- into third^ on the basis of a ranking of- 

** « 

in^lividui^ils by their\Pccupation* s average wages. The bottom third fell 
in occupations with average earnings below $6,371, while the top^third 
was in to ^occupatipijs with average above $7,795; These classifications 
were then used fo categorize the initial type oft job of each individual. 

Each person in the" sample experienced one of two basic'pt^ssibilities 
during 1965-1970. Either he remained in his" 1965. occupation pr he moved 
to t)ne of the other 1*01 occupations. If an individual moved, Hhe shift 
is described as an impro,Vement on Table 4 if /the move was to a higher 
waje occupation. Thus,/a move from an occupation with a'wage of $5,000. 
to'one .with a -wage , of S5,001 was classified as an improvenjent ""al though 
both are low-wage occUp^ons. Of course, a move from a $5,000 occupation 
j:o an $8,000 occupatipn--imK)lying a jump from a' low-wage to a high-wage 
occupation — would also be classified as an improvement. Similarly, a 
deterioration is recorded on Table 4 whether the declitie was large enough 
to drop from high to middle wage, middle to J?^w wage, or simply involved 
a dollar drop within the high, middle, or low wage classes. 

Tliere are fey/ surprises regarding the qualitative aspects of the re- 
sults. It would-be expected that there^would be more upwarcj mobility from 
loK vage jobs than from high wage jobs^ and vice verse for downward mo- 



TABLE 4" 

MALE EDUCATION AND OCCUPATIONAL MOBILITY, 

' High School ' 
^ Dropouts " , \ 



1965 - 197.0 



High School 
Gradualjes 



Change in Status, ; 
196?-1970 ' . .' 



High ijfiddle Low- 
Wage , Wage" ^ Wage 



All 



High 
Wage 



Middl# 
Wage 



Low . 
Wage 



All 



Iniprqvement 
No Change ' 
DetTerioration 
Total 
* Number 



9.0% ' 35.4% 



51.9 
39.1 

100.0 

432 



41 :p 
23.6 
100. 0 

669- 



54.0^ 
37 . 8 
8.2 



36.5^ 



42.3 



21.2 
100.00 100.0 



717 



1,818 



13.0% 'Xc^^^*^"' ' ^'^ 

54.5 - ^ • 41,7 ,29 

32.5 20.6 . 6 

100.0 ' 100.0 . 100 

1^213 1,292 ■ 1,111 



6% 37.71 
2 -l|l»43.1 
.2 " 20.2 
.0 100.0 
* 3,616 



Note: See text for sovirce of data and. definitions- 



ERIC 



' f 



/ 




■ , ■ ■ > ■ - , > 

I ' V 211 ■ • • • , ' " 



bility, Thi3 is parj:ry becaus;e \t l3,liard to dom frgm the ^ottoij|^or 

up flom the top, and partly^ because of the n^ilre of the tabulaticjn* H J 

it is assumed, tiia^t^ jrandotn -error present in occupatit)nal plaoe-v 

meht atji atiy point' an\^ime, atta later date indijadukls ^yvill be fbund to- \ ^ 

move toward their "jJropex'^o.ccupatipns^^'Vhefe "proper" is defhtCtd ii^ tarms ' 

of characteristics' affecYin^^^ employability. . • 

Since absdtute dollar definitions are being used for defining low 

wage aftd Jvigh wage, and since dfopoiits are known to have lower average 

wages Xhan graduate?, the .comparj.son mobility across the tvTb groups^ 

also does not produce qualitatively surflAsing results. I,t would be ex- 

pected that' with the same definitions, fewer dropouts than graduates would 

•show improvement in occupational st'atus'from low wage occupations and 
* .'V'' ■ * • 

more dropouts than graduates would sRow downward mobility " from high wage 
occupations* This is because graduates will have a greater, tendeijcy to 
"belong" in the hi^h wage occupations tKan dropouts,* while the reverse 
will be true for. low-Wage occupations. ' * . * 
/ , ^ Table 4 confirms these various expectations. What is surprising is 

that Jboth graduates and-^ dropouts show a high rate of /occupational immobili^ 

lity-.^no change in Status over the period—despite the relative' youthfulness 

36 * ^ 

* of the sample* Apparently, the high degree of mobility which is often 

associated with youth relates more to changes of employer than changes ,of 

occupation. The table shows that '42. 3% * o^* the dropouts and 42.1% of the 

graduates experienced no.chajige in occupation during the five-year pcs^riod. 

36» According to national, data for males of .all age groups, the overall 
ocOyUpational imjivobility rate . was abSiit ^0%.. Thus,^ the immobility 
figures on Table 4 for the younger groups are* significant ly lower. 



as expected* See' Dixfi^ S^bmmers and Alan Eck, "Occifpational Mobility 
in the American Labor Force/' Monthly Labor Review , vol. 100 (January 
1977), p. 9* Note that the' figures in^the Sommers and Eck paper must 
be adjusted to exclude individuals not working or who died during 
19^5-197.0 to obtai^n estimates comparable to those discussed in the 
text.^ • • . ; ^ * , _ 
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ThesGc- rates probably understate .ttij? mobility rates that wouH apply to' 
teenagers below ^ge eighteen in the absence* of legal constyaints , since 

even within the sample, the. younger workers are more mobile than the^ 

37 ' ' ^ ' 

ol(Jeuv the fears of child labor reformers of a lock -In effect 

do- find .jsome confirmation on the table, ^ \ * 

" I If it is grajit^j^ that the fears^ere well;:^founded, -it ^s .stil 1 . yn-- 

^Clear tifat the poliqies chosen in response were optimal. These policies . 

both require full-tiirfe attendance at'|chool until some minimum age ' . 

(usually fourteen to si^teea) and .limit the job opportunities javai lab l.e' 

to dropouts under ag*e eighteen. Both sets of poliycies provid^- incentives 

td complete hi^h- schoo^l. Assume for^-lffidnoment that the laws have, the 

desired* effect of keeping teenagers in school who would* otherwise drQp 

out. At best, the^ laws* would prevent the dropping out o^. students on 

the matgib of the. dropout decision^ This marginal effect ^ould be 

* ■ ' ■ - * . . 

achieved by imposing ^osts on those who drop oyt despite the reverse in-, 

. centives. * Only about three-fourths of a high school graduating class 

finish their diplomas *'pn time." So the minority*' who. bear costs is not 

38 

an insignificant' fraction of the nation's teenagers'* * . 



IMPLICATIONS . ' ■ * " * • 

■ * ■■ ' ■ ! • ■ '. ' - ' 

Despite the inherent difficulties in, exploring the ef^^cts and under- 
lying rationale 'of statutes as diverse as child labor laws^ this study has 



37\- At 
.•Vsi 

the- . ... ^ . - , 

ly,' 35.5%, 57.5%v 43.9%,' and 50^^* For graduates the f^gtires wei^e • 
\ 32. 3%, 37.6%, 42.9%'and 51.2%. The proportions of dropoUts 'experi^ ^ 
encing ^upward, mobility were 43,0%, 40.6%, 3^5. 3%, and 30.2%. For 
graduates, these^ proportions yere. 44.1%, 40.3%, 38.3%, and 31.0%. 
Thus, imraohildty rises with^^e,, ,aT\d upward mobility declines^ 

38. About 74% of the class which entered -the' fifth grade in 1966 gr^duatqd 
*'on Xime" in 1974. See U.S. Bureau of the Census, Statistical Ab- 
stract of the United States 1976 (Washington: Government Printing * ' 
. Office/ 107(5) V P / 140 . . • ~ ' ; 
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deraonstratftd tj/at; statistic^ ijivestigationS are Possible. However 

has also demVmatr^^ tlie lojuitations of such. e:)tplorat ions, v^hen- confined 
^ . . /V , >^ • 

to Census. or ^ilar data sources. The effects of the laws are detect- 
able in Census \iat a, ^ut it would be diffiAilt to carry out altern'ative' 
policy "^iinulations . based on the ^available statistics, • ^ 

Further information on the effects of child l^bor laws tpuld best 
be determined through experimental techniques* It would .be interesting 
to relax the Jaws •in \particular areas and(^o1>serve the results, Unfortu- 



/ 



nately, the current aryrangement^ whereby the applicable law is always the 
stricterK>f the federalVpr state statutes makes such experimentation 
difficult.. A step towarti experimentation and^ultimate reform would be 

repeal of tfiat portion, oA Section 18(a) of the FLSA dealing with child 

✓ 39 W ' 

labor. Such repeal woullLpyt . child labor policy for all employment 



• under the RLSA exclusively^ 



the\ 



federal hands. Thereafter, change^ in 
coordination of diverse state laws. ^ 



policy would not » require 

» Finally> researchers' in^he fi^d of youth employment, problems'^ 
pirght not to neglect the impaat. of. child* labor and related law6^* despite 

the difficulty an quant if i cat ic^n. It does, appear that the iilqJaCt is to 

.V'"'' . * 

. push tfeenage employment- -at least among drofxouts-->into sectors whose *r 

. virtues in terms of long-term job prospects are questionable. In 

^addition,- they may well tend to'^joiscourage employment of some, teenagers 

altogether. 



39\ Section 18(a) permits the staties to override the FLSVV^s' ch\ld I'abdr 
provisions- wit^ stricter regulations;. v * 
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\ This paper outlines the^^effects tnat^ the military has on youth 
labor force participation .and'^tlje youth job marke't, and concludes 
that the . military's demand for labor is an important determinant of 
both the size and cpmposition o^f the youth labor force. "^Changes in 
the military's demand for -labor cap have .significant effects on the 

youth labor force, and other variables affecting American youth. The ^ 
" , military also ^xerts a major influence on the supply -^side behavior * 
^rof the^ youth labor force. Of moist significance for the civilian 
labor market is the human capital that farmer service members 
'bring back when they rejoin the civilian work forcg.. |Thus youth un- 
employment rates ought to be defined in terms of the total labor 
force, not just' in terms of the civilian labor force; Developing . 
such appropriate measures, of youth unemployment could lead t^iftore 
informed policy decisions. 

* ■ • ^ 

^^I^ITRODUCTION . V 

Youth unemployiwht has. become an increasingly important prob.lem 

in recent years. Youth unemployment rate? have averaged nearly 20-6 

si'nce 1974, .and have run as high as 40% in some segments of the yofuth 

labor market' (e.g. , black teenagers).^ Develo^^ng and implementing 

. solutij^ns to the youth unemployment problem ^as therefore become- a • 

major .concern throughput the polLe^aking community ^ 

^''Before the causes of and possible solutions ' to the^ youth unem- - 

ployment problem can b^* id^eritified, howev&r, it is both important 

^ and necessary to -develop a better understanding of thg youth labor • 

V^TketT-specifically, youth labor forcQ particip^ion and the youth 

job market . Because the military plays sui;hh-4OT|J^ role in 

the youth^iabor maAet, the purpose of this pape^ i^ to highlight ' 

; some of the effects that the military has on yputp labor , force 

participation an^ youth job market. As such, this paper is intended 

simply to provide an overview' for the labor economist* not too 

^ familiar with 1;he military. That is,, it i$ 1W: intended to break 

' * . new ground- -^either the^oi^tically^ or empirically--but rather to put 



irtto a conunOT framework many ^of th^ issues addressed separately, by ' 

both labor "economists •and military manpower analysts . 

* ' ^ " * * ., ■ 

' The next section of this paper examines briefly the effect of..- 
' ^ ' ■ I' • • ^ , • ^ • ' • 

the' military's demand" for labor ^on the youth job marked. The third 
section then turns- to' fo^cus on th^' role of the military in youth . 
labor. suppli' and human- capital development. The last section examines 
the implications of the^milltary' s role in the yOuth labor market ^or 
the development, of meaningfyi ^labo:^''5tatistics . • - 

THE MILITARY S DEMAND FOR LABOR AND THE YOUTH JOB MARKET 

Bfecause the military^ is such a major claimant of* fhe nation '^s 

.resources, and of youth labor in- particular, it is' useful to begi^n-' 
bx discussing the mi 1 itaryj s .demand for lab'or. Whether the mil- 
itary enters the youth labor market through traditiona^l market 
allocating mechanisms (e.g. , wages and other inducements to'^join) or 
through nonmarket allocating mechanisms (6"g., the draft), the milr 
itary ^demand for lajg^JE^-tran^ have important effects on the size and ^ 
composition of the youth labo^^ force. That is, the youth labor 
force is shaped in significant "ways by ^th the military's aggregate 
demand "for labor and the more Specif i(\policies that govern the use 
of military personnel 4uring their service careers. ^ 

• The discussioii below therefore center^ on the demand for mil- 
itary labor. If , as is not the, case,, the miUtary':S demand for labor 
made ug.^ sdy, 0.1 percent of the labor force, then, the subject 
might be interesting, but of only academic interest . If,, as is 
actually the case,. -the military niakes up a significant share of th 
youth labor force--in. thiB^ighborhood of 10% to 20%--then this' 
question of demand become? of particular policy, importance. To the 

; extent that^abor Statistics are not designed to measure the/mil- 
itary's effect on either the size oi^ composition of the. youth labor 
force, these stJitisl^ics . i^re accordingly le'ss useful for-policy pur- 

pose^ . * * ' . ♦ ^ 

: ♦ , ' Recognizj^ig the importance of the demand side af the tjquation, 
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the discu3sion below f6cuf^ first on the overall size of the mil- 
itary, and then turns to the impact of the military on the youth 
laBor market in particular.. , 

Size of fhe Military ., " ' 

With, its four to five million €)nploye»s, depen*Lng on who is 
counted, and its 'approximately $400 billion worth of land and capital 
in, fiscal 1976, the Department of 'defense is the single largest em- . 
plover of Resources in- the nation. The' military' s. capital stock 
consists not only. of such obviously military i^ema as tanks, ^ships, 
and airoraft, but aliso the more mdndane items such as forkjift trucks, 
.buildings , desl<;s and file drawers; and so forth. ' « * 

The military's labor forqe includes about ZA million active 

« • ■ 

(duty uniformed personnel, about 1 million reservists (i.e., the so- 

.called "weekend warriors")", 1. .million direct-hire/civilian personnel 

(ot which about 600,000 are in white collar occupations, while the 

remaining 400,000 afe in blue collar jobs), about 100, OdO indirect-- 

hire* civilian personnel, 500;000^ contract-hire civilian personnel, 

1 ' . 

and .about "ZSOjOOO nonappropriated fund employees. 

.. -_J^ X- ^ ^ ^ 
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, "Direct-hire" civilians i^re "those civilian employees maintaiiied 
directly on the 'defense ..payroll . "Indirect-hires^', are those 
foreign and nationals forking on U.S. installations abroad-who 
^ ^re "formally employed bV the host nation, but whose costs are 
a^ualiy paid by -the U.i. military through a reimbursement pro- 
gram. "Contract 'hires'l'lare those individuals who, through actu- 
ally employed by civil^n firms," perform contract services for' 
tfte military such as aircra'ft maintenance, janitorial services, 
and kitchen duties, among others. (Contract hires do hot, how- 
pvjer, include thj^se civilian workers engaged in the -production 
or^ equipment and construction, ultimately purchased by the miV-- 
'itary%) ■ "Nonappropr fated fund'* civilian personnel are individual 
,who are paid out of funds not budgeted out of Congressionally 
appropriated funds. These are. largely employees of military 
Commissaries and po^t exchanges who are'paid out of the" funds . 
generated by the sale of goods and services. 
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For almost all of the civilian personnel, however, there is. little 
differdnCfe betweeti their employer and regular civilian emplj^ers. 
What is unique about the military, though, are military personnel. 
For the most part, th©. discussion in this paper will focus on active- 
duty personnel, but it is important to recognize that the nearly 1 

million reservists represent an important type of second job holding,. 

3 _ - * 

and. need to be examined accordingly. ""^^y^ 

Even when we focus only on military personnel,. Figure' 1 makes it 
clear that military personneT cdmririse a significant portion of the 
U.S. male labor force. In the imw^iate post-World War II period, 
male military personnel made-ni^ about '3.5% of ^he total male work 
force, but. jumped to nearly 7.5% during the Korean conflict. Betwe^en 
the Korean and Vietnam wars^ male military personnel made up l)e€ween^ 
5% and 6% of the. U.S. male labor force. After jumping up to more 
^ than 6.5% during the Vietnam war, the proportion, of the U.S. male work 
force in the military has declined to between 3.5% and 4% during the ^ 
past several years . , Thus,, although not a dominant factor in the mfile 
work' for qe, the military has nonethieless maintained a significant 
share of the labor farce iiv^its ranks during the entire post-World 
War II period. ( ^ . ' * . 

The Youth Labor Market • ^ . 

' Because- the military maintains a ••clcrsed'" personnel system, the 

foregoing understates in an impq,i:tant way the impact of the military . 



'2. There are some "dual -hatted" civilians, primarily maintenance 
technicians, who though eimloyed as civilians, are also members 
of the reserve force's.. ^* a '■ ' ^ ■ 

3. For a discussion of moonlighting and tlje reserves, see Bernard 
D. .Rostker aiW Robert Shishko, Air Reserve ^Personnel Study: 
Volume II. me Air Rgserv^.Porces and the Economics of Secondary 
■ Labor Market Participation (Santa Monica, Ca.: The RaVlfei Corpor- 
ation, 1973); and Robert Shishko and Bernard D. Rostker, "The 
Economics of Multiple, Job Holding," American Economic Review, 
vctr. 66 (June 1976) . , . • 
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on* the youth labor market* That' is, the military maintains an "up 
through the ranks" personnel system, with little lateral entry. This 
means, then, thaX the military's maj^r influence on labor markets is 
at the entry point, typically the crop of recent college graduates 
for the officer corps, aod the recent crop of high school graduates 

♦ for the enlisted ranks (although about. 35% of enlisted recruits < 
are-non-high school graduated). As a* result, # about ^90% of all en^ 
listed personnel join the military between the a^es of seventeen and 

... twenty years old. ' ^ 

The implications of the closed military personnel system for the 
youth laaor market can be seen in Figure 2, which shows tha't between 
the 1950s and md-196|fc roughly h^lf of all young men reaching mili- 
tary ''age served in, the military. By the mid- to late-1970s, however, 

declining military force sizes and a substantially larger youth cohort 

' ' ' ^ * » ■ 

meant' that only about One out of every five young men would serine in 
. the military at some time during his life. 

A somewhat different perspective on the Wfect of the military's 
demand 'for lal)or on t^^ youth labor market, can be* seen in Figure 1 
shown earlier.- Specifically, .Figure 1 also shows the proportions of 
the -eighteen- to nineteen-^ear-old ^outh labor force and Qighteen- 
to twenty-four-year-old labor force eillployed by the military, Acr 
cording to either of the^e measures, we see that between 20% and 35^' 
of the youth labor fo^^ce was employed. by the military from the time 
of the Korean buildup through the Vietnam war. Only since the end of 



Because of the ^'oldest first" draft .policy of- the 1950s and 1960s, 
significant numbers of personnel then entered the military in 
their mid-twenties. ' * . ' 



5, In.- fact, these demographic trends, more than anything else, were 
responsible for th^demise of^the draft. ^That is, the growing 
population base no^t only created enormous inequities (since a 
sjnall few would have to bear the %urden" of mil:jA:ary service, 
while the vast majority could escage serving), birt also made it 
possible to attract sufficient numbers of volunteers Without 
the threat of a draft. . ' 
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Fig. 2 — Military manpower procurement and popula|ion size 



the Vietnam war, with the corresponcjing reduQtipn in military force 

strengths and simultaneous increase in the youth population cohort, 

has the proportion of the youth cohort employed by the military 

dropped signxficantly-Tat its current level ,.^4:o-nftboj^t lof.^ Thus, 

no matter how we measure it, the military is an important, and in 

some cases the' dominant,' player in the youth labor markets Accor- ^ 

dingly, policy changes affecting the numbers of young men entering 

the military--andyor the nature of their military service — can have 

a significant impact on the size and composition of the youth labor 

force. ' ' 

In addition "to the quantitative, side of- demand, there is an 

\ ■ ' - 

important qualitative ^aspect to the .military ♦s i^fticipation in 

the youth labor market. Specifically, the military uses ^a variety^ of 

criteria to screen potential applicants for enlistment. The individual 

must firsftake a mental aptitude test,>^the results of which are. us^ 

to clasify^ the individual into one of five so-called mental categories 

(with Mental Category I representing the top 7% of thte-population and 

Category V representing the bottom 10%) . Those classified into Mental 

Category V are legally ineligible to serve. Others ineligible include 

those who fail to pass the medical examination, as well as those who 

fail to meet certain mother criteria such as a check of police records, 

talks with high school counselors, and so forth. Overall, about 4^ 

out of every 100 applicants for enlistment are rejected outright. 

Moreover, of the remaindeV, the military only allows some Mental 

Category .IV (i -e. , below average) and high scl^ool dropouts to join. 

^ The end result of supply behavior (on the part of the individual) 

and this demand behavior (on the part, of the military) can be seen 

in Tables 1 and 2, which compare the mental aptitude and educational 

6. Nota tftat these measures of the military's penetration exclude 
members .of the resei;'ve fortes. 



. TABLE 1. 

I 

DISTRTBUTTO^ OF ENLISTED ACCESSIONS AND THE GENERAL 
18 TO 21 YEAR-OLD MALE POPULATION BY MENTAL CATEGORYs 

(percent) s. 



Mefntal 

Category Draft 



AVF 



US Population;. Male 18-21 lear-Olds 

All Non-College 
Al,l Non^V All Non-V . 
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38 
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IV 
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24 . 


28 
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10 




13 




TOTAL 


100 


100 


100 


100 


100 


100 



Sourc6: Office, Assistant Secretary of D^fen^e (Manpower and 
Reaerve Affairs) 
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• TABLE 2. • • 

. .. , EDOCATIONAL ATTAINMENT OF ENLISTED ACCESiSIONS 
' AND THE U.S. MALE POPULATION 

t ' (percent) 

' . • • .• 



Maximum 


Enlisted 




U.S. Male Population^ 




Educational 


Accessions^ 


All 


Not in 


School Blue 


Col'lar 


Attainment 


Draft 


AVE 


18-22 


. 18-24 


18-21 25-44 


< TV 

College Grad. 




1 


8 


7 


1 


.3 


Some College 


13 




26 


13 


12 


12 


High School Grad;. 


' 54 


59 


41 


• 

- 46 


49 


48^ 


Some High School 


26 


•35 


19 


22 


27 


21 


Elementary 


. 4 


1 


6 


11 


.12 


16 



Source: Office, Assistant Secretary of Defense (Manpower and 
Reserve Affairs) 

■ h ' . 

Source: U.S. Bureau of the Census and U.S. Bureau of 

Labor St^itlstlcs* * ^ ' ■ ^ 

C 

.includes GEDs— i.e^. , those who have passed a general high school 
qui valency test, but^ho do not possess a high school diploma. 
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attainment, respectively, of military recruits with their civilian - 
cd^nterparts; V ■ In general, these comparisons show that the military 
takes in a reasonably repjQ^ntative sample of th4f nation's youth.- In 
terti/s of the nation's policy toward youths- and youth unemployment 
Tables 1 and 2 "establish the important point that the military does 
not /draw narrowly from any one segment of society;^ rather, 'the mili- 
tary playa a significant role in almost all segments of the male youth . 
labor fdrce. 

Finally, the discussion of the/military's participation in the 
youth, labor market would not bl complete without giving consideration 
to two special issues: the usLof women in, the military and the 
racial composition of new recrSft^ Although participation of women 
in the armed forced was limitFd by law to no more than 2-6 ^f. military 
personnel strengths prior to 1972, thesje restrictions are now. largely 
gone (the only major remaining restriction being that women are not 
■ > 

■ '■ — : — " ■ ' 

7. That is, theory tells us that supply behavioi* should lead to. fewer 
(than a random sample of) very high mental aptitude indiv^uals/ 
joining the enlisted .ranks, since the enlisted ranks correspond 
more or less with bltie collar oc.cupai?lons and since these very 
high mental aptitude Wuth are more likely to attend college. Ot] 
the demand side, the military limits (and in. some. cases excludes 
outright) the numbers of below average menl)al aptitude and non- 

. high school graduates, so the bbilfbm end of the mental aptitude 
and educational attainment spectra will also tend to be "under-/ 
represented." Thus, the enlisted ranks of the mi litary^ would 
be expected to have proportionately fewer members from the very 
top and bottom ends of the mental aptitude spectrum or from those 
with post-secondary and no secondary e4ucation. (Commissioned 
officers, on the other hand, are drawn exclusively from the 
college graduate population.) Note, however, from Tables 1 and 
2 that enlisted recruits are quite representative of t\\e tipper 
end of the noncollege civilian population--i .e. , those individuals 
•. corresponding most closely, with enlisted occu|)ations. 

8. . Other wprk by the author shows that the military draws a reasonably 
' representative, sample of American youth in other dimensions as 

well, such as region of origin and socio-economic background. See 
Richard V.l. Coloper, Military- Manpower and the All -Volunteer Force 
(Santa Monica, Ca,: The Rand Corporation, 1977). 



to be employed in "combat," though the, defination o£ combat is in the 
process of' change) • As a result, paifticipatipn of women in_ti/e armed' 

forces has increased significantly over the past' five years, up tK) 
more than 5% of total military personnel today--that is, currently 
there are-about 110,000 women ^n. the military. Further increases 
are plannQd, such that women in tKe military should number between 
reo, 000 aid 200,000 by the 19§0s. Moreover, w^omen ar^being used 
in a variety of "nontraditional" joDsTN That is, whereas women were 
onee limited mostly to certain medical and Administrative occupations, 
tctday they are entering a variety of occupational areas such a? 
truck driver! aircraft mechanic and, in some cases,* combat support. 
TOus, the military, which once only had a minor role in the female 
labor market, is now taking a much more ''active role and will continue 
to \da so in the future, 

. \ For a variety of reasons, mostly economic in nature, the mili-. 
tary\enjoys an even more' substantial participation in the black youtk , 
labor market than it does for the youth labor market as a whole. Un- 
like some areas of the civilian labor market. Where Ijlacks often face 
inferior economic opportunities, the military does not diS'crimiriate 
according to race (and this has been perceived by largeNnimbers of 
black youth). As a result/ blacks have historically serveaSin larget 
numbers relative to their population than have noi^hlacks. hldeed, 
whereas the military employs about 10% of today* s total yeoghteen- to 
. twenty --four-yerft-o Id male labor force, it employs neaj^ly 20% of the 
blaclN^ale eighteeilr to twenty- four-year-old labor force. ^ Increasing 

. < , ' 

^ ^ - • • 
9V The proportion of new recruits that are black has in fact increased 
significantly over the past ten to fifteen years, from about 8% 
in 1960 to some 16-18% today. The primary reason for this increase 
is the increasing proportion of black youth found eligible for 
military service. During the mid-1950s^ only about 12% of black 
youth Were clasiified* into Mental Categories I-III (i.e., the upper 
70% of the mental aptitude spectrum) --that is, the so-cal)ed "prime 
manpower pool. TToday, between 45%^ and 50% are so classifpLed. ^As 
a result, blackslhave increased their sha^e of this prime manpower 
group from 2.9% in the mid-19505 to more than 7% today. 
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p^ti-cipation of black col lege graduates: in the officer corps is 
perhaps ev6n more impressive. .Whereas blacks made up only 1% of 
all new officers in 196a, today they make up about 7% of the total. 

Thus, not only is the military- an important ^ factor in the 
youth labor market in total, it is pf increasing importdnpe for 
certain segments of that market, especially' minorities and women. 
Stated more^simply the above discussion has shown that the mili- 
tary is ah important factor in the demand simile of the youtli labor 
force * • 

Secular, Cyclical, and Seasonal- Variations ■ 
in the Military's Demand for Labor 

Because, the military plays such an important role in the youth 
labor market, variations in the military's demand for labor can h^ye 
an important effect on both the sire of the civilian '„ youth '^abor 
force and on /the employment and unemployment prospects, for these 
youths. Three kyids of , variations in -the military's demand deserve 
attention: secular, cyclical, and seasonal . " 

As can be seen* in Figuijes .1 and 2 sjiown earlier, there hacs- 
been a secular trend toward smaller military forces since the mid- 
AsOs (excepting of courSe for the Vietnam War).. Looking ahead, 
however, we expect military forces to stay at approximately t'heir 
current levelsr-about 2.1 million members in the active duty forces. 
In other wards,, barring major unforeseen circumstances, such as ^ 
•another.jw,aT-*-.we.. should' not expect to see major secular trends in. 
the size of military forces, and hence in the numbers of youth em- 
ployed by the military. 

'. * In the case of cyclical variations, the individual. military • 
services seem. to exhibit some cyclical recruiting patterns (e.g.-, 
the Navy seems to still have a four-year recruiting cyclev, which 
is a result of the Vietnanw buildup and drawdown). Foi" th^ Department 
of Defense as^ whole/ however, thete is not much cyclical v^iatibn 
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in'the'demand for labor, simply because theWycles of the individual 
services tend to be offsetting... Thus, cyclical vwations in the 
demand for labor .on the part of the military Wbuld not seem to pose 
significai>t problems fot the puth labor force, 

^nally, there are significant seasohal vat\^ations in the 
military's demand for labor,- but this seasonal variation is^a supply- 
side not a demand-side phenomenon* That is, the',ml^litary has adapted 
itself '^to the seasonal .variations * in recruits seekiA^ to join the 
military. Specifically, the military recruits particmarly large 
numbers in the summer and fall mdnths--i.e.., following\June high 
school graduation. Again, seasonal variations in the military's 
demand for labor would not appear to pose significant problems f©r 
the youth labor- force. %^ \ t 

In conclusion, there have been secular and, cyclica^l fluctuations 
historically in* the military' s demand for labor, bu^ these nave been • 
■ a result af\declining forces sizes and the Korean and Vietngjn conflicts 
Barril;ig anpther major buildup In force sizes, we would not expect 
much fur^hej^ cyclical variation in the size of millitary 

forces, or in the military's demand for youth labor. Although there / 
is in fact considerable . seasonal variation in the military's demand 
for labor, this^ works with\rather than^ against, youth labor force • 
participation, since the miliraryis merely responding *to.^the supply 
of new recruits enter the job market. 

MILITARY SERVICE AND YOUTH LABOR SUPPLY ^ 

Examinsitibn of the supply side of youth participation in the 
military is important for two main reasons* First, the continuity ^ 



During the draft,. there was far less seasonal variation in the 
demand for labor, since the military could simply draft to make v 
up* for recruiting shortfalls in the '^off" recruiting months. 
This probably caused greater disruption to the youth labor force 
than the current seasonal variations, which are in response to 
the supply of ind:^viduals entering the youth job market. 




between military and civilian work experience is ipuch greater than 
ij^i sometimes p'Qrceived. That is, there'are sufficient similarities 
between military and civilian empfloyment that movement between tl^e 
two sectors is. frequently ^t^ite easy. Every year, hundreds of 
thousands of young, men leave the civilian youth tlabor force td jpj.n 
the military, just as hundreds of . thousands of young men. leave the 
military to rejoin the civilian youth labor market* This means that 
modest variations in the variables affecting the desirability of 
military and civilian employment can have a significant effect on 
the flow between ^ilitary and civil youth labor irtarkets: 

Second, military employment provides the individual with the 
opportunity to accumulate significant amounts of human capital. 
This human capital, in turn, can frequently be used to obtain sub- 
sequent civilian employment. As "a result, the military can affect 
not only the size of the civilian youth labor foi'ce, but also • - 
qualitative aspects of i that manpower pool, such as the skill and 
education mix of members of the youth labor force. 

The following discussion'' examines these supply-side "aspects 
of military employment j focusing first on the decision to join 
the military, then on the military work experi-ence, and, finally, 
on the decision to stay or leave the military. 

.the Decision to Join , the Military • \ 

*' When an individual joins the military, he^r she leaves the 
civilian work force. Because of this, it is important to' examine 
various 'aspects of the decision to join, as discussed below. 

o 

Fact03:s Affecting the Enlistment -Decision^ 

Models of enlistment supply have been the subject of a consider- 
able amount of research for at least ten years. Amohg those Studying 
the enlistment decisiojii are economists, sociolqgists, and 'psychologists 
The economists teifid^o formulate the enlistment .decision as a model 
of occupational choice, where the individual presumal^ weighs the ' ^ 
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various advantages and disadvantages of alternative employment 
pptioiis and chooses the cme.that maximizes his or hex utility. 
Altb^ij^ these are certainly not the only models Vised to»" explore*, 

tji« enlistment decision process, they are probably better developed 

. . ' • ' ' 11- 

than those of the qthfer disciplines. 

' ^ 'Generally sp.eaking, models of the enlistment decision, irrespeo— • 
tive of their disciplinary origin, have highlighted a number of 
Yafltors as cfritical in the individual's decision about Whether or 
not to enlist in the n^litafy. Important *among these factors are * 
certain- jfconomic variables, including the wage'^rate offered by the- 
military; fhe potential earnirigs from civilian employment, and the 
^chances for obtaining civilian eiiiployment (as reflected by the unem- 
ployment ratp) • .Economic factors are certainly not thfe onlyvvari- 
a^les'to affect the individual's decision to enlist, as surveys 
consistently ^show a number of other factors to be' as important, 
such as the. training and job experienced offered by the military, 
the chance to ti'aval and "see they<CrTl|^," patriotism, and a host of 

other factbrs too numerous to nvFnti 

• .* ■ ■ ' 

,Xhe point* is simply ^hat the enlistmen^^^^fftfiHon is shaped 
by m^ny different things, so that modest changes intone or more of 
these can significantly affect both the number and types of individuals 
who join the military* To illustrate, a variety of economic supply 
studies conducted over, the past ten to twelve years show that-' if the 
•military pays a wage apprt>ximating tliat eaiaed by comparably aged 
and educated civilian workers ^the military can attrac^between* * * 



11, As yapiouS' datS collection techniques such. as surveys have 
improved ln^r©cent years, so have the enlistment decision 
models of we other 'academic disciplines, especially 
socitflo^y and 4)sychol0jj^, ' ^ ^ ' 
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'15% and 20% of a given youth cohort into military service. 

Moreover, most of these studies show t^hat the elasticity of supply , 
with respect to pay is somewhere in the neighborhood of 1,0 
(Ac^tua.Uy, estimates of the enlistment supply elasticity ran>ge from 
about 0.5 to 2.0, with 1.0 representing probably the besf guess.) - 
That Is, a 10% increase io the military wage rate will yield 
aplproyimately a 10% increase in the supply of labor to the'rtiilitary ^ 
Convenrsely, as the chances for obta^ining civilian employment de- 
crease, t|je supply of labor to the military also increases^. Again, a . 
^st studies done over the past several years show unemployment 
elasticities of between 0.1 and 0.4. In other. words, a 10% increase 
in tho. unempl/oyment rate will lead to a ^ to ^%° increase in en- 
li'stment supply. : • *S 

The implication of th^se results is clear.. Specifically, as 
the .military makes its employment offer more (less) attractive 
relative to civilian employment opportuiflities, the military can 
expect to get ^re (fewer^ individuals to join. In other words,, 
there, is not -a well defined line separati-ng military and civilian 
employment. This means that in studying the factors affecting the 
youth labor force and youthi unemployment , it is important to recognize 
the role the military plays in tryin'^ to. attract young men and women. 



Military Earnings 
indicated 

pf military pay for enlistment* supply • ^n^this regard, Figure 3 



As ''indicated above, previous studies have shown the importance 



12. See for example, Dorothy Amey, et al.. Supply Estilftft^^on of En- , 
' listees to the Military (McLean, Va. : General Research Corporation 
i9l6).; f're-AVF Studies with Volunteer Enlistments," in Richard V.L 



Cooper, ed.. Defense ManpoweriPolicy (Santa Monica, Ca. : The Rand, 
Corporation ; forthcoming) > Stuart H . Mtman and Alan E.*^,echter, 
"The Supply of Military Personnel in the Absence of a Di^ft," 



American Economic Review ,- vol. 57 (May 1967);- and Harry J. Gilman, 
"The Supplyof Volunteers to the Military Services," in Studies 
Prepared for the President's Commission on an All -Volunteer Armed 
Force (Washington, D.C.: Government Printi;ig Office, 1970). 
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shows that, military pay, for new recruits has changed significantly ^ 
during tl^fi, course of the past ten years. Specifically, with the 
pressure of the draft, there was no "need" to_ pay military recruits » 

I . » . ■ 

a market wage. Indeed, as shown in Figure 3^, the wages earned by 

military recruits remained^ virtually unchanged from 1952 through^ , 

1965,. and. from' 1965 to 1971 they rece*1s(ed only cost-of-living pay 

increases. Although these Wage^ weW sufficient to attract some 

"true volunteers," the draft or threat of thei draft provided the 

. 13 ' . . 

vast majority of new recruits. ^ 

Given the demographic trends showii ^earlier in Figure 2^ it is 
clear how inequitable the selective service. draft had become by the, 
late 19^0s. Thdt is, only ^bout one-fifth of the male military- 
aged, population would have to bear the burden of serving, while .the 
'other four- fifths could find more lucrative civilian employment. 
The President' a Coniiiission on an- All-Volunteer Armed Force recommended 
that/this pay discrimination be eliminated. Congrelis concurred and 
raised recruit pay to a leVel earned 'by comparably E^ged and educated 
civilian workers (basically seventeen- to twenty-year-old high 
school graduates), the results of which'can be seen in Figure 3. 
The effect of this pay raise* ^s substantial In fact, by 1975 
the military had' doubled the number of true volunteers jpihing 
relative to ten yeavs earlier. ' 

Again, the more general point to be drawn from this is that as 
the military changes one or more aspects of its employment offer, 
there will be a significant impact on the size and composition of 
the civilian youth labor force. ^ • 



13. 



During the 1950s and' 1960s, about one-third of new tfecrutt^/ 
were"true volunteers"; about one-third were "draft -mot ivatrf*^ 
volunteers (i.e., individuals who volunteered ip order to avol^ 
being drafted but who woulid not have enlisted in the absence 
of a draft); and about one-jthird Were drafted outright. 
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Pre-gService Employment and the Military 

It is inq;)ortant to recognize that many individuals joining the 
military .come not only from the ranks of the unemployed, but directly 
frOm previous civilian employment. A recent survey by Gay, for ex- 
ample, shows that about 20^ of the eighteen-year-ojld enlistees in 

1974 were unemployed prior to enlistingg^ but that about 35% were 

/ .14 

employed /part time before enlisting and 45% were employed full time. . 

For those, individuals enjpl^yed prior to joining the military, there 
were pbviously aspects of the mi litai*y. employment offer that they 
found siiiperior to their then present civilian employment. In other * 
words, the military does oft^sn compete directly with civilian employ- 
ers for young recruits. This is^ot altogether surprising, though, 
given the kinds of work that young members of the labor force often 
find available. That is, not only is it harder for these young 
members of the labor force to find worl^ as -reflected by high youth 
unemployment rates, but the kinds of joljs they can obtain frequently 
of^er iess in tjw way of wages, challenging work, chance to accumulate 
human capital^and so forth, than the military ^an offer.. let,* it 
.sfely for these reasons that many young men and women seek 
military employment as their first or second job after leaving 
school. 

^The implication of this is clear. Although thete afe many young 
men and women who would not enter the military under any circumstances 
th^re is a sufficiently lai;ge pojrtion of the youth labor force that, 
giveiji ^he proper set of inducements, would m( and ift fact does) join 
,the military. Thus^, analysis of the youth labor market--both supply 
• ai^d demand- -must take the military into account. 

.-^ ' ■ ■■ \ r i 

1,4. Source:" unpublished tabulations provided by Robert M. Gay, 
The Rand Corporation, 1976. 



The Military Work Experience 

Once in the military, the individual is obligated for a period 
of. service, generally running three to six ye^rs. That is, unlike 
civilian employers, the military can cbUgarte^for a period of 
service. The discussion here looks ^jriefly atthe nature of this 
military work expedience,* including the occupations that new re- 
cruits are likely to get, as well as the accumulation of human cap- 
ital by military personnel , ' 

/ • ' ■ * 

Otcupational Mix of the Military ' 

Although it i5 most common to view the military in terms of the 
' ■ ' . ». 

combat arms component., it is important to recognize that the mili- 
tary consists of a wide range of occupations, not at all unlike 
what, one finds in tWt; civilian sector. In fa^X^ble 3 shows 
that tlje combat arms occupations make up only about 10% of ^he en- 
tire enlisted work force. The othei 90% is made up by such diverse 
occupations as aircraft mechanics, medical arid dental specialists, 
radar repairers, radio operators, carpenters and plumbers, fnilitary 
police, intelligence experts, vehicle mechanics, and a host of 
other siycific occupations. In other words, young men aVid women 
joinin^the military find virtually as many different ty^es^and 
kinds o£ jobs ift tHe service as they could in the outside civilian 
world. 

Moreover, as part o5F the move to the all^- volunteer force, it 
is conmion to find young men and wonjen joing the military to work, 
•specifically in- a particular job.or>at a particular military instal- 
lation, or wfth a particular military unit^^'^nce frequent si^ories 
abqfit the individual who was, an engineer" *bcl^ forced to„,be an Army 
cook, or the cook who was forced to become a vehicle mechanic j and 



15. there are ways, however, for the indivi-duai to get out of {his or 
her contractual obligation. 
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TABLE 3. 

DISTRIBUTION OF THE FORCE BY 
OCCUPA<riONAL AREA: FY74^ 



Offloer. 



Enlisted 



Occupation 


'.Percent. - 


■ —- — — ■ 

Occupation 


Percent 


EXf cutives 


'l.6 


Combat Arms 


12.3 


Tactical Operations 


40,8 ■ 


jElectronicjs 
^^Comra/lntelligence 


10 .A 


Intelligence 


' a. 2 


6.7 


Engineer/Maintepance 


• 15.6 


Other Specialist's 


1.9 


Scieritists/Prdfessionak 6.6 


Elec /Mechanics 


. 21.6 


Medical/Dental 


9.4 


Medical/Dental , 


4.6 


Administrators 


12.8 


Admin/clerks 


* 18.4 


Supply 
Other^ 


6.1 


Service Supply- 


11.0 


3.8 


Craftsmen 
Other^ 


4.6 
8.6 



^Based on /'primary" occupation designators. 
Training, Miscellaneous, and Other. 

Source: Data were famished'by th^ Of fice, Assistant Secreta 
of Defense (Manpower and Reserve Affairs 1) 
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so forth, are not only not common now, they are rare. The military 

services have made signifi/:ant strides better matching individuals 

16 ^ 

tastes and aptitudes with actual ^job assignments. . 

Th6 foregojitng' is not meant as an advertisement for military ^ 
service; but rather* as an indication of the very wide range of. 
occupati^onal specialties that young meh and women joining the service 
can and do engage in., and as evidence that many of these ^yojUng men 
and women are in these occupations as a result of their owii choice. 
The implications for tTie civilian youth labor force are obVious, in 
that individuals leaving the military bring with them a s^t of skills 
^acquired ^uring their military service.* To the extent that youngr men 
and 'women are* engage^ in jobs that ar^ found in the civil sector 
ahd.'K^han these are^he types of jobs in which these individuals 
.,would Hke to continue workiftg, there is the important jissue of the 
accumulation of human capital, as difecussed below. 



The Accumulation of Human Capital 

As indicated above, military work >experiencevcan ^e characterized 
in economic terms as the ^accumul^afced;;^ human capita !• ^orae of th:j.s 

..human capital will be of a very general .variety, such| as the maturity 
that goes along with the individual's early job choicles. Parts of' 
this human capi^^l are also very specif ic^-in fatt, they^are specific 
entirely to the military. Examples of this would b^ the 6se of 
mortars, marching, drill formation, and so forth. But a suKstantiai 
amount^of this human capital may be of the general occupational type 
that i^ transferable to similar jobs in the civil sector. ^ ^ 
This human capital fo^at ion. takes place in several* ways: 

^through formal school training,' through 6n-thd-job training , (OJT) , 
and tj^rough actual job experience. <rhe military maintains one of the 
largest edu cational establishments in the nation. All military re-. 

16. The major prpblem here, however, is that young recruits are 
frequently unaware of what they do and do not want to do. tn 
. fact, for many it is this indecision that led to their joining 
the military. ( 
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cruits attend'basic military training::^i.e. , the so-called "boot 
eamp." In addition, about 95% of aH new recruits attend formal 
technical schools. -In these schools, which last from a few weeks 
"to as much as two years (and average three to four months^n length), 
the individual is taught iftbouthis or h^r new job. The classes i . 
consist of formal lectures and training, demonstration, and 'actual 
hands-on experience. • ^ ' \ 

The on-the-job trainiYig and actual job experience in the mili- 
tary constitute another form'of human capital accumulation. In fact, 
given the often theoretical- nature of formal technical school train- 
ings the OJT and job ex{)erience may constitute the more significant 
form of human capital accumulation, ' ■ ^ 

In sum, the military work experience is likely to represent a 
significant amount of human capital foirmation by the individual. And 
this fact has not gone unrecognized by potential recruits, as mili- 
tary, training and job experience are two of the most frequently ^ 
cited reasons for joining in the first place. 

The Decision to St ay. or Leave 4 , * 

Upon completing th^ enlistment 'tour, the individual must decide 
whether to remain in the military (if he^s declared "eligible") or 
to return to the civilian labor force. The discussion focuses on 
this decision to stay or leave by outlinvmg, first, the factors 
affecting the reenlistment decision: secorhi, what individuals do 
in their post-service employment; and third, the migratory effects 
brought about by military service. « ' 



Factors Affecting the R eenlistment Decision 

— I : * ■ ' , 

As has been the case With enlistment supply, reenlistment supply 

• ■ . * 

\vm been studied extensively during the past ten years or so. Again, 
a number of, different academic disciplines have been brought to bear 
on^the is^ue, "including Economics, sociology, and psychology,,^ among 



others. Thf^ economic studies tend to sh(f^ that reenlistment supply 

is qUite sensitive, to military and civilian pay opportunities, 

Specifically, the elasticity of supply*Vith respect to pay has been 

shown to.be in the neighborhood of, 1.0 to 4.0, with 2\o probably 

17 ' 

representing the best guess^. This means, then, that reenlistment 

supply is quite sensitive to military. pay • That reenlistment supply 

should be morev^SQ^isitive to pay than enlistment supply is not sur- 

♦ * ^ • ■ 

prising, though, since individuals facing the reenlistment point are 
those who have already entered the^ilitary. That is, the initial 
Enlistment decision screens out those individuals nlos.t opposed to 
military service on "tast6" grounds, so^hat reenlistment supply is 
likely to be drawing from a more homogeneous Manpower pool. 

For a variety of technical reasons,^ s^jj|fiies .have been less 
successful in pinpointing the responsiveness of reenlistment; to un- 
employment rates.. Nevertheless, the conventional wisdom is that 
reen^stment supply is in fact quite sensitive to. unemployment , and 
a casual review of the evidence bears thi's point out. dearly, how- 
ever, more thorough* study of this issue is warranted before d,efin- 
itive conclusions can be drawn* < . , . 

Noneconomic factors have also been shown to play, an important 

role in the individual's decision about whether tQ reenlist. A 

variety of studies, mainly using survey techniques, find that certain 

' * * 

attributes of military service^will either persuade or dissuade an' 

individual from reenlisting^ For example, job security is on« of 

the most frequently cited reasons for individuals deciding to reenlist 

whi4e the \oss o^i^ersonal freedoiri is perhaps the dominant noh- 

economic reason why individuals choose to leave military Service 

after the end of their first term. Since these are clearly not the 

T — i"^ '■ ■ ' — ■ ^ ^ ' 

17. See, for example, John H. Enns, Reenlistment qbnuses and First- 
Term \ Retention (Santa Monica, CaTl The Rand elaboration, 1977); 
/ atid Gary R. Nelson, ''Economic Analysis of First-Teril Reenlist- 
m^ts in the Army," in Studies Prepargd for the President's 
Commission , op.cit / " ' 
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only factors that affect the individual ' s reenlistment decision, the 
larger point is simpily. that reenlistment. is a function of many vari- 
libles, such changes in one or^more of these variables can in 

the long run s^ignificantly affect the numbers and types of individuals 
reentering^ the civilian youth labor force, * 

■ • ■ . ■ J .' ■ 

t 

Post -Service Employment I 

• As indicated earlier, ndlitary 'service may provide the opportunity 

to accumulate human capital --humar^capital that can be applied to 

subsequent civilian employment. The g,ifctfitt«^to which the military doe* 

lead to the accumulation of human capital has in fact been the subjeot 

18 

of considerable study during the past five to ten years. 

These studies of veterans' post-service activities have tended 
to fotus on one or more of the following three issues: , general fern- / 
ployability of military veterans, the extent to which veterans use 
some of the knowledge and experience gained during th^ military C 
employment for their post-service civilian emplc^ent, and the earn- 
ings of veterans as compared with nohveterans. Although these 

studies differ substantially in their specific findings, one general 
# ■ 

theme does emerge. Specifically, military service in. general does 
^ lead to the :^rmation of human capital that can be applied to po-st- - 
service civilian employment. As would/be expected, /though, the de- 



1 



gree to^ which^^man capital accumulate^ during military service can 

18. Seer example, Eva Norrblom, An Assessment of tljj^e Available 
Evidence on the Returns to Military ^Training (Santa Monica, Ca. : 
The Rand Corpcrg^tion,* 1977};- Eva Norrblom,, The Returns to Mili - 
tary and Civilian Training (Santa Monica^ Ca. : The Rand Corp- 
oration, 1976); Robert .^B. Richardson, "An Examination of the '^ 
, .Transferability of Certain Military Skills and Experience to 
Civilian Occupations,'' unpublished Ph.D. dissertation, Cornell 
University/^ 1966; William Mason, "Qn the Socio-economic Effects^ 
of Military Service," unpublished Ph.D. dissertation. University 
*of Chicago, 1970; Adele P.^Massell and Gary R. Nelson, The 
Estimation of Training Premiums for U.S. Mliitar^ersonnel 
(Santa Monica, Ca.: The Rand Corporation, 1974);il^d Zvi cJriliches 
. and William Ma#on, "Education^. Income, and Ability," Journal of 
political. Economy , /vol 80 (M^/June 1972). ' ' - 
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. « be transfered to the civilian sector is obVipusly greater for indi- 
viduals serving in Military occupations -with more direct -civilian 
counterparts. */ 

In general, these anal/ses. of veterans' post-service employment 
activities show, 'first, that veterans trained in skill x during the 

- ' ■ ■ • 

military tend to be employed in larjger numbers in skill x in the 
V. . 'civil sector than would be implied by a mere random sampling. In . 
other words, veterans tend to gravitate towards the, kinds of occupa- 
tions they had in the igjlitary. Thus, military service may have a 
potentially important effect on shaping the kinds of occupations 

that members of the youth labor force will enter in t^eir jJost-* 

19 * 
service careers. Second, individuals employed in a post-service 

occupation similar to their, military pccupation tend to show higher 

earnings than their veteran counterparts whose civilian d^cupations 

are not so directly related. In other words, veterans' post-service' 

' earnings in a given occupation are higher if the veteran's military 

20 . /-^ 

service was in a related occupational area. / 

Part of the above-cited earnings differential may be due a 
so-called "certification" effect. That is, for individuals' such as 
minorities and high schoo^ drQpouts^ whose economic and employment 
opportunities are otherwise more- limited, satisfactory completion of 

military service may be viewed by potential employers as 'an indicator^ 

■ ■' \ ■ 

of greater employabil ity. Casual examination of the evidence bears 

■ • ^1 ^ • — - — ■ ^ — ■ 



19, Some of thve^ correlation betwe'^n individuals' military and post- 
•service^ctivit^es is explained! by the fact that individuals' 
pre-setvice and military occupations are "also correlated, so 
to tKe extent that individuals' We- and jjost-service -occupations 
cptrelate, so will tlleir militar/\and post-service occupations.. 



/ 

/ 



/ 



20/ It is important )to note that the studies are far from unanimous on 
this point. However, the studie^that fail to find much of a 
relation have generally been hampered by data problems. In cases 
where there are sufficient "data, they tend to show their positive 
earnings effect. See, Eva Norblomm, Art Assessment of the Avail able 
Evldeiice, op. cit. 
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this point out ,- as black and high s'chool dropout veterans both tend 
to see greater gains fr^om their military sermce in subsequent civil- 
ian ^niployment than do white high school gracjuiate veterans.. In gener- 
al, however, the .evidence is sketchy, so further study^-of the effects 
of military service on post-service earnings and employment opportun- 
ities clearly deserves more careful attention. 

finally, military service has a significant effect on post^ser- 
vice employinent activities through the educational and training bene- 
fits offered by the Veterans Administration. The post World War II 

G.I. Bi^-l educated literall)^ hundreds of thousands of former service- 

V r y 21 • 

Nnen. Although the naturevof the G.I. Bill, has recently changed, 

the military! will continuA to repre3ent a potentially important source 

of edudational benefits fo4 America's youth population. Only recently 

have the effects^f mi litaryl service on post-service education and 

22 

training b^un to be studied, so all the effects are far from under- 
stood. 

The general conclusion to emerge from this review of post-service 
activities is that military service may have important "Effects not . 
only on the size of the youth labor force, but perhaps more important, 
on the compositiQn of that labor forced-especial ly the education and 
skills possessed by former service personnel reentering civilian life. 



21. The present day GI Bill is contributory. That is, for every dollar 
that the service member contributj&s to his or .her post-service 
education "fund", the Government contributes two dollars. 



22. See, for example, Dave M. O'Neill, Sue Goetz Ross, and John T. 
Warner, "the Effect of Military Training and GI Bill Training 
on Civilian Earnings," in Richard V.L. Cooper, ed.. Defense 
Manpower Policy ^ op. N^it . ^ 

23. Note*, hpwever, that this does not imply that the current military^ 
civilian mix of education, training, and experience is efficient, 
^ither, it merely indicates that there may \>e some important effect! 
The relevant poli.cy questiQns--e..g. , what is the "righb" am^ount of 
military education and training from a social perspective?--obvi- 
ously need to be examined in a broader contbxt.. 
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At the same time, definitivte conclusions about the magnitude of ^ 
these effects (or, in some cases', even their direction) must be 
tempered by the host of sample problems that the^ analyst encounters 
with m^st data sources, for example, studies of post-service earnings 
encounter, a number of selectivity biases regarding who serves in . ^ 
the military and Who doq^ nOt, and who leaj/es the military and .'who . 
- does not . • . V . ^ ^ ' ' 

More definitive conclusions regarding these effects must thei^^- 
fore' await improved data and analysis. lYide^d, one of'^liis paper^s 
principal recommendations is thaatti special labor force data<col lection 
efforts (e*g,, the National Longitudinal Survey) specifically focus • 
on collecting information about all civilian and military work., 
experience. 

Migration • ' - 

Another possible effect of military service is oh migration 
patterns of •American's youth. These effects have been relatively 
unstudied thus far, but we do know that military retirees, for 



lisiJ 



example, tend to locate in disproportionately large numberSjUiear 



o>Wc 



jUJ^rftary installations. This is /because of the benefits proiwded 
near military installations (e.g*. , comrois^saries, free medical, care, 
and so forth)* I^litary service may have a similar effect on one- 
term veterans i;f terms of geographic migration and location, and 
these effects clearly need to be studied further. 



THE^4yijTARY AND YOUTH^ lABOR 

iniportant conclusions emerge from the preceding discussion, 
First, the military's demand for labor is an important determinant 
of both, the size and composition of the youth labor force. This 
means tha-t changes in the military's demand for labor can have j . 
significant ♦effects on the youth labor market. Including employment 
prospects, th^ size .of the youth lAbor forie, and d host of other 
variables affecting American youth, Sgcond, the military also 
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exerts a major influence qn the supply-side behavior of the youth I 



labor ^orc©**^ SpfMcifically, /Vmeric^n* youth have'^ demoVsttaVed a 
.considfe&le degree* of mobility beyeen the military and civil , 
sectoril! \this includes both the irtitiar decision about joining the 
military and later decisions about whether td remain in pr Heave the 
military. Perhaps the mos^ significant from the poxnt of viedtf of We^ 
Civilian labor market 'is the human capital that forlfler Service m^bers 
bring back with them whtf^ 'thliy „Te join the civilian work forc^ 

The implications of thesfif 'findings for the measurement "and co-llec- 
tion of youth labor tnarket. information are several fold. SpeK^ifically , 
these implications^concei^n' ;(l> the measurement of yc^th unemployment 
rates, (2) the collection aggregate *lab6r force^ statistics, and 
(3)^the collecti-^n of special labor force data depending upon the 
particular polic^^.purpose^e for whi.ch this information is ta be used. 
In this 'regard, labor force statistics would 6eem to have at least 
two important -policy uses; (1) as an indic;ator for monitoring'^the* 
"health", of the econoijiy targeting part icillar government programs/ 
.and (2) ais ja^ research tool for investigating the determinants of 
labor supply and d^and^ The discussipn below briefly examines the 
appropriateness of including military personnel in labor statistics 
from the perspective of each of thesd polxcy purposes. 

In-the* first instance, labor force statistics--especially, unem- 
ployment rates—provide useful measures for assessing the. economy ' s . 
"health." Thel5 results presented in this p^per suggest that, for both 
theoretical and empirical reasons, military, personnel ought to be 
viewed as^ibeing part of the 'labor force. On theoretical grounds, 

military service Is little different* from many other employers. 

<r - , 24 <^ • 

\Military service is entirely voluntary, so the military competes. 

as just one among many employer* of the nation's youth. This is 

. ^ . ■ ' : ■ ■ • • ■'■ • ^ ' ' • . . : . V 

24. Oii theoretical ^grounds, a case can^H made (though perhaps 

not too persuasive lyi for excluding the military during periods 
of the.drafl^. that is, since not^all military participation is . 
voluntary .during a .draft, military may ,be a more separate and 
distlncttJ^tity ^rom civilian employment when a draft^ is present. 
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borne out empirically- as well. Not onl)M.^^^ilitary service appar- 
ently seen a% an attractive employmant option by a significant por- 
tidn of the youth ^abor force^-between^ 10 and 20 percept of young 

men enter the military—but* member's of the youth labor force have 
... * . ' ' • 

in fact demonstrated considerable mobility between the mlitary 
and civil labpr markets. In^ other words, military service is an 
integral part of the employment pattern for a sizeable portion of ' 
the youth labor forc^<^ ^ ' 
> terms oi*ineasu1^?.ng unemployment r^tes, the above discussion 

suggests that thos^ employed in the military- ought to be counted 
as part <}f the labor force. Indeed, thera^ is no more reason for 
,a^xeluding mititary^personnel from labqr statisti,cs^han there is ^ 
for excluding othe'c/govdl^nment empl,oye^s, or any other employees 
for that fatter. 3ecause those serving in the ipilitary are* employed,, 
historical measurements based on the civiliari labor 'force alone 

have therefore overestimated "true-' unemployment rat&s, and in 

^ * ' 26 
sdiAe eases^^sUbstanliially. F6r example, the current procedure ^ 

Over(*|j|{nhates overall unemployment rates 'among black j'youth by some 

^15 to 25 '^raa)Jt->as oppdied to a 10 percent or so overestimation 

of white youth unWpl6ymen^^.ates--simply because such a large, 

fraction o^ the blao^-yotith labor force is employed in the military. 

Although, this does notNdismiss the problem of black' unemf)loyment , it 

does. suggest tha^^the prpblemfs not quite as severe as a casual 



2p. If, on the otheV hand, the militar/was empirically a distinct ^ 
entity from the civilian sector, as in fact has been the case 
in ^ome countries^ then a case could be made for excludirig the 
military, from labor force measures on empirical grounds. That 
is^ if there is* little flow between* th^ military and civil employ- 

;^ -men t markets, , then the inclusion or exclusion of the military from 
labor force measure* is. both less interesting and less important. 
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26. That is, the current procedure omits thpse employed in the mi 
tary from the denominator of the ratio, used to calculate the 
employmertt rate*. ' 



27. Moreover, because th^sjju litary tendst^^^lect the "cream of the 
crop" from among black yl>mh, thj^K^'not serving in the military 
would be expected to be tlKHSV'^that would have^the most diffi- 
culty Securing empl&yment, ftofti either military or civilian em- 
ployers../ ^ O^,. * ^ 



review of unemployment rates for black youtk.in the civilian labor 
fqrce would seem to imply. More generally, - when the purpose i? one 
of assessing how well the economy 'is doing with respect to Employing 
the ipembers of its labor force, Jhe foregoing suggests that military 
personnel ought to be included in labor force statistics. 

At the s^e time,, the- foregoing should not be ^(iewed to mean 
much change in the ways that data are* collected or maintained. That 
is, although it seems ^esira1)le to define unemployment rates relative 
to the. total labor force, it is iiseful to maintain separate statistics 
on the civilian 'labor ^rce and on^^he total labor force,- as is now 
the case. This is simply* an example of a more general principle. 
Specifically, labor force statistics ought to be maintained fot ' 

[ major segments of the youth Jabor market e. g. , according to age, 
race, geographic location, and so forth. That is, collec#.ng and 
maintaining labor statistics ^according to these major segments of the 
youth labor force helps to pijjjjoint and spcit certain problem areas. 
Because the military is in fact an important segment of the' youth 
labor force, this suggests that the curren^ procedure of maintaining 

^ separate labor force statistics, for^ military and civilian youth em- 
ployment i-s a valid' one. „ \ 

Besides. theij: uses in monitoring aggregate employment and unem- 
ployment activity; labor statistics provide the core tools for investi- 
gating the determinants of labor force activity: participation, em-- 
ployment, earnings, occupational choice, arid so forth. ;in this re- 
gard, ty?ls paper has argued vigorously that the military represents 

♦ a pptentially important source of human capital for a sizeable 

^. ■" ■ « ■ 

portion of American youth. The limited knowledge currently available 
suggests that military service can have significant effects on ^ 
MndiViduals* occupational choices, miration, and earnings > ^ambng ^ 
other things. • , * 

, Since thg collection of individual data, both cross sectional 
(e,g. , the CPS) and yongitudiual (e.g., the NLS) , represents the pri- 
mary source for ^investigating the determinants of labor force activity, 
the foregoing argues strongly for incorpoxating 'information about 
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individuals' military experience into these data collection efforts. . 
For example, data collection efforts such as the National Longitudinal 
Survey, the Current Population Survey, the Census, and so forth, should 
place greater emphasis on collecting relevant, information about the 
iij^ividual's military participation < This would include age of entry 
into the military, length^ of service, rank, occupational specialty, 
training received (both formal and on-the-job) , and so forth. To the 
extent^, that current^ta sources ^o not properly measure this training 
and experience, then we are bailing to recognize the full effects of 
alt^ative policy options. Therefore, greater attention needs to be 
directed toward collecting relevant information about the individual's 
military experience, in Conjunction with his or her ciifilian, experience. 

in general, tJxis chills for greater coordination of d^ta collection 
efforts^tween military and civilian authorities. Such effojts are 
warranted,' not only because youth labor markets are affected by both 
military and civilian work experience, but also because the controlled 
nature of the military environment- affords the opportunity to ex^ine 
certain youth productivity an^ behavioral parameters that can be ob- 
served -bnly with great difficulty in the civilian sector. For example, 
recent surveys of military personjiel have provided valuable information 

about the relationships among individuals' attitudes, their earnings 

28 

prospects, and their actual employment decisions. This was made pos- 




28; A number of recent data collection efforts illustrate th'fe'point. 
For example, to estimate the response to the military's h^lth 
professionals scholarship program, a suryey was administered to 
a stratified random sample of medical studfiits. across the country. 
The survey essentially asked these students to trace out their 
Supply curve., not only with respect to values of the stipend, but 
also to such other variables as tour commitment > residency policy, 
and so forth. The results ha\ne been impressive, as prediction 
errors ov^r the past three years' have been in the neighborhood of 
5 percent. Ifl another effort, individuals' productivity on the job 
was measured. Combined with the attitudinal information also col- 
lected and the information available from personnel files, valuable 
insights have been gained about the determinants of productivity, 
attitudes, and supply behavior. 
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sibllp largely by the fact that the military wUs able to first survey 
thesjb irfdividuajs^^then track and compare these individuals* actual 
decisions with what they said they had intended. Conibined with the 
vast Amounts of information avai^^able on the militar/.-^personnel 
files/ these types of surveys can be used to provide Valuable infi 
mation about iYidijK.duals * attitudes, supply behavior, ^d produc 
tivity--not only in the military, but in the civilian labor market 1 
as well . * ' . 

Areas where siich cooperation and coordination between military 
and civilian data collection efforts could prove to be particularly 
profitable include certain ongoing dnd special civilian collection 
efforts, including future NationalJKdngitudinal- Surveys, tjtje Current 
Population Survey, and the Censuil-J Alternatively:, certain regular 



and special data collection efforts in the military could provide 
valuable information to civilian researchers and policy makers. 
Examples include the anm^ survey of new recruits a^\armed forA:es 
entrance and examination stations,- exit, and post -service surveys 
conducted by the ivilitkry, attitudes of. young women toward military 
service, and ''so forth. . ' - J 

In sum, this paper has'ai^ed th^at th^e military is a most 
important factor in youth lab^ markets. On the one^kand.,* the 
military is a major source of jobs for American youth, while on the 
other, it is clear that military experience and training can^lay 
a significant role in the issues and^ problems of civilian labor 
market behavior. It is time ^Ithat labor force .statistics reflected 
this important role of the mHitary. * 



.. ; DIRECT EFFECTS OF EMPWY^NT^AND TRAINING PROGRAMS 
^" . ON. EMPLOYMENT AND UNEMPCOYMENT: 

^ NEW ESTIMATES AffD IMPLICATIONS FOR EMPL0\WB]^T POX ICY 
V, By: Charles C. Killingsw'orth andNMark R. Ki'jjjlingsw.orth 

ABSTRACT ■ [ 

We first discuss the ways in which participants in employment 
and training program^s are^counte*d in official, figures on the number 
of .persons employed, unemployed and not in the labor force. We 
then analyze the consequences of an .'expansion of such programs, and 
present estimates of the purely"stati5tic,al"veffects of expanding 
such programs on the number of pwsons employed, unemployed and not 
in the labor force. These effects appear to be substantial. For 
example, our estimates imply that/ jrn the absence of any , employment 
and training programs, the aggregate* unemployment rate in 1976, would 
have been 0.8 percentage ppints hijgher than the actual figure, and 
the' teenage unemployment fate would have b^een 3«9 percentage points 
higher than the actual figure* We conclude "by dist^usKsirig the 
implications of our analysis and estimates for employment policy 
and employment training programs as an instrument of. employment 
policy. ^ " : ^ <r. , . 



DrograjH 



INTRODUCTION , 

How do, employment and training programs affect prograj/ partici- 
pants, and what is the .appropriate rol^ for such programs in employment 
policy? Most researcli on the effects of employment and training pro- 
grams, ^d most . discussions '*'of their merits as an instrument of employ- 
ment policy, focus on what may be called "ultimate" or "long run" 
effects:, on the extent to whichthey affect the human capital (and 
thus ..the subsequent earnings and' employment) of enrollees, and on the 
extent to which* they change the structure o^^ the labor force, shifting 
the economy's Phillips curve and reducing the unemployment rate associ- 
ated with any given inflation i^ate. But ^ few studies (Cohen, 19^9; 

. .. — — = — - — ^ ^ 

* We are most grateful to Mark Murray for his extremely thorough and 
painstaking research assistance; and to OrLi^y Ashenfelter/* Burt 
Bamow, l^aul Flaim and* Ralph Smith for useful comments and suggest** 
ions^ 



Small, 19i2) suggest that employment and training-programs also have , 
•'short run" or purely "statistical" effects on employment and the ► 
unemployment rate f . depending on the particular program irt which 
participants are enrolled, enumerators fof the Currerit Population 



Survey (CP^3 count program participants as employed, unemployed or 
not in the l*abor force. Obvious!/, then, rejgardless of the ultimate 
impact of these programs on- enr/llees* earnings and. employment , 
changes in program enrollments necessarily have a direct, or short run 
or statistical impact on official CPS figures on ejnployment arid on >^ 
the unemployment rate. 

In this paper we haVe two objectives. First, relatively little 
is knoWn about the magnitude of the statistical effect of employment 
and ti^aining programs, so our "short run" or "statistical" objective 
is to present estimates of the magnitude 'of' this effect, with special 
reference to youth. We also have a Vlong run" or ^'analytical" objec- 
tive, howeyer^, to discuss the role of employment and training progrSbjns 
as an instrument of employment policy. F6r it turns out that our 

'analysis of the "statistical" effects of employment and training 

« 

programs not only provides estimates of these effects but also has a 
number of important implications for broadqi: is.>ues^ of "^employment 
policy. ' ^ . ^ * • - 

THE THEATMENT of EMPLOYMENT AND TRAINING ENROLI^NT ^ ^ 

IN OFFICIAL UBOR FORCE STATISTICS W , ' 



The substantial growth in enrollment in employment ^nd train- 
'ing programs during the 1960s— from 50,000 to iV^arly .1,OJOO,000 in 
1971--posed a serious, question for Federal staiistics-taker^: how 
"SHQuld such enroUees be classified in official labor force statistics? 

Ij^ 1965, a Federal interagency coiftmittee adopted definitions which 

• - > . 

Have been followed since that time. As' Small (1972, p. 7) puts it : 

* 

In the final analysis, persons, [ertroH^ 

were to be* classified as employed if t,hiey wetd' TQceiving . 
wages rather than subsistence or other a^lloWaijiej^V or if 
*. » '/^J^they were getting on-the-job training; aS/i'ui|p^^ if 
^. •^B|th'ey were qnjolled in institutional (classtOTb^^^-^^ 
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Job Corps paHicipants were to W counted as not in the 
labor force • - The household intenTi^fcifer-^ (for the CPS) 
were gi^r^ detailed instructions for classi^fying those *4 
who volunteered information o^ participation. 

Most of the large manpower programs involved placing 
peop/le in jobs rather th^u in classroom training, and most 
part;icipants would therefore be co^jwrted" among the employed. 
This would probably be trud whetKer or not the household 
respondent offered any information on the enrol lee's 
s^)ecific program participation, because holding a job 
and receiving. a wage are fairly clearcut unambiguous ;act- 
ivities. On the other hand, the line of demarcation 
between being unemployed and outside the labor force is 
much harder to define. Thus, how participants in pro- 
grams such as the Work Incentive program are actually- 
classified in .the officialllabor force survey is uncertain. 



Accordingly, employment and training" prog$|^s may be classified accor- 

> ■ . ■ 

din^ to the way in which their enroUees are counted in official employ-^^ 
ment and labor force statistics. We shall refer to programs Whose en- 
roUees are counted as not in the labor force--e.g., the Job Gorps--as 
"Type I" programs; we shall^|^fer to programs whose enrol lees are counted 

as unemployed-»-e.g. , institutional training programs--as "Type 

^. ^ * ■ 

programs; and, finally, we shall refer to programs whose enroUees l^re 
counted as employed— e .g. , Public Service Employment or on-the-job 
training programs- -as "Type HI" progfams. ^ . 

Table 1 shows how enroUees in each of the tnajor employment 
ani training programs undertaken by the Federal government during 
1963-76 were classified in CPS unemployment and. labor force statistics. 
Table 2 sunAarizes total average annual enrollments in each type of 
program both for the general* population and for youth (persons age 



1. For a 'capsule summary of .the history and nature of many of these 
programs, see U.S. Departnjent of Labor (1970, 2p. 193-197). 



MAJOR FnOF.RAt, HMP^OYMENT AND TRAINING PROGRAMS 1965-76. 
BY LABOR FORCE CLASSIFICATION OF F.NROLLnnS 



Rj»mar y n 



Type I programs (enrollec^n counted, ns not in th*» labor farce) 



, Job Corps * • 

Type II prograwa (enrollees counted as U'nowp^^ oy*»d ) 

Hanpower Development and Training ^^ct (MDTA) - 

institutional training ^ ^ 

Work CKperlence Progifam programs other than 

on-the-job tralh.ln^ 
Hotk If)centive Program (HIN.}» - programs other t|ian 

on-the-job tt'ain4.ng • 
; Comprehensive .'Employment and .Training Act (CFTA) 

institutional training under titles I, II, VI 

Type III pro<grams (#nroll|[ies counted as employed) 

nianpower DevelopmeTVi affiS TralninqKAct (HDTA) f» 

on-the-job training * . 
W^rk Experience Program?..- .bn-the- Job training 

prk Incentive Program/f^^IN) * on-the-job training 
"Neighborhood Youth CM^fl/ (NYC) - in-school and 

summer I out of Mpbio'ol 
College Work" Study m 

Comprehensive Emplpy^||irnt P'llogram \fcEf>) 
0]per«tion Ma instrea>ii ^ 

Public service Care'fl/^s (P8C) ^ inclqdin'g 

New cereeirs a^l 6TEP 
Job Opportunities in the Business Rector (JOBS) « 
^ redereily^subsidizeVI # v T 
Jobs-Optionel jtJOp) * 
Public employment Pr6greii ; (PEP| 

Comprehens,i^V,|7l^p][oyment 'and Trairting 'Act (CETA) - 
oniLtJhi?^/^^'^ training! public service ejnployment 






'A.ditlt work experience^ youth employment 



b*»r(an l965i continued under CETA 

begaji 1962 J subsumed iunder CETA 

began 1965r subsumed under WIN 

began 1969 

began 1974 

be^an 196^21. subsumed under JOP ^ 

began 196$i subsumed under WtH 

' began 1969 . 

-^egan 1965? - subsumed under CETA 

began 1 965 

began 1967| subsumed under CETA 

began 1965| subst)med under CETA 

began 1970 (New Careers began 19^7)#> 
subsumed under, CETA 

egan 1968i subsumed under CETA 

began 1971> subsumed** under CETA^ 

began 1 971 i^ysubsumed under CEtA 

began 1974 ' * 



sixteen to nin«3teen) . .Depending on the particular kind of activity 
in which they were engaged , (e.g. , on-the-job training or institutional 
training), enroUe'es in the Work Incentive f*rogram (WIN) were counted 
either as„ employed or unemployed;* hence, WIN is in effect a blend of 
Types l' and II and so WIN enrollments are shown separately in Table 2. 

These tables reVeal that the great majority' of enroUees were 
enrolled in "Type III" programs- -that is, were counted as employed 
during the period of their enrollment. In recent years, aggregate 
enrollment in all programs combined has been high both in absolute 
terms (e.g., in excess of 1,000,00CJ) and^ relative to the level pre- 
vailing in the 196Qs.. ' 

'2. With some exceptions, tfee entries, in Table 2 represent actual 
♦ annual averages of current enrollment in each kind of program. 
The^e were calculated by aggregating annual^ average enrollment 
figures, taken from a variety of sources (e.d., issues of the 
Employment and T raining Report of the Presid^t) , for each of 
the 'individual programs li^ed in Table 1. . IVo major exceptions 
are as follows. First, available data for enrollments under 
CETA ;during 1974-1976" provide information one new (rather than 
total'curtent) enrollments by quarter; for this reason, the 
entries in Table 2 for 1974-1976 include annual averages of 
new (rather than total cutrent) CETA enrollments. To the ex- 
tent that enroUees in CETA programs remained enrolled for more 
than a quarter, the 1974-1976' figures shown in Table 2 of V^ourse 
understate the actual total current annual enrollments. Selond, 
. available data for enrollments un^er the College Work Study • 
program during 1965-1976 refer to awards (in effect, "slots") 
available dCiring a given fiscal -year rather than to actual 
recipients (enroUees on work-study payrolls) during a given 
calendar year. -In arriving at the figures shown in Table 2, • 
we treated fiscal and calendar year figures as equivalent, and 
multiplied the number'of awards by 0.8 to obtain an estimate of 
the annual average number of actual recipients. Further, between 
fiscal (or, under bur assumptions, calendar) years 1975 and 1976, 
the number of awards increased sharply, from 570,000 to 973,000— 
so sharply that we suspect that colleges a?nd universities did 
not .adjust in time to fill as much as 80 per cent of the maximum 
' number of slots available in 1976. Ln' arriving at the figures 
shown in Table 2,. we therefore as'sumed that the "effective^ 
' number of awards ^available in 1976 was midway between the 1976 
figure and the figure for 1977, 895,000, and multiplied this 
"effective" number by 0,8 to get an estimated annual average 
'. number of actual recipients during. 1976. 



■ ' TABLE 2: 

TOTAL ENROLLMENT ANO YpUTH ENROLLMENT IN MAJOR 
FEDERAL ENPLOYMENT AND TRAINING PORGRAMS 1963-76, BY TVPE'OF PROGRAM 

(Annual Averages, In Thousands Of Persons) 
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There/ is, however, an ji|±eresting difference: in contrast with 
the Procedures adopted jSli 1965, under |hich Type III eni:ollments 



fij^t while the* size of these enrollments is substantial, the 
existence of substantial employmefnt programs sponsored by the 
federajl government is not, of course, unprecedented: enrollments 
in federal work-relief programs during the 1930s were still' larger. 

ij|±eresting difAei 
iSn 1965, under 

of the 1960s and 1970s"are counted as employed., participants in 
these work-relief programs during the i930s were--and, in the 
historical statistics, still are--counted as unemployed. .(For 
y'laboration on this point s6e Darby, 1976, pp. 2-8, and the ref- 
/erences therein.) Table 3 illustrates the consequences of counting 
/ 1930s work-relief program participants as employe.d"^as they wouldx 

be ■Counted under current procedures) rather than as unemployed (as 
they were, and still are, counted in official statistics). Pre- 
sumably, the growth in employment and training program enrollments 
during the 1960s and 1970s may also have had- an important effect 



3. Darby gets "recalculated" figures (or, in his terminology, "correc- 
ted" figures) which differ somewhat from ours. (Compare, for exam- 
ple, the fourth column in Table 3 in Darby, 1976, p. 8, with the 
third column in our Table 3.) These. differences seem to be the 
result of using different data on work-relief enrollment; Darby 
uses data on total Federal , state and local' work-relief enrollment 
appearing in a 1196/ Department of . Commerce publication (see notes 
to Table 2 in DaVby, 1976, p. 7, especially in reference to column 
7 of that table); while w^use? dat^ on Federal work-relief enroll; 
ment only appearing in tfie 1943 and 1946 editions of the Statistical . 
- Abstract of the United States (see notes to our Table 3). Despite 
these differences, our "recalculated" unemployment rate figures for 
1933-1941 are similar to Darby's "corrected" figures for the same 
years; and, like us. Darby concludes that classifying work-relief 
* enrol lees as employed rather than unemployed would have a substantial 
\ effect on measured unemployment rates for those years,. 

\ ■ " ^ 

\ ■ ' . • ■ • *■ 

\ * • • ■ . . X 




TABLE 3. 



PARTlrtPANTS IN FEDERAL WORK-RELIEF PROGRAMS AND \ 
REPORTED ANIJ RECALCULATED UNEMPLOYMENT RATES , 1933-42 



(Annual Averages). 




Year 



1933 
19 34 
1935 

4 

1$36 
^937 
1938 



194; 

1941 
1942 



Woric- Rolie f Program 

Participants^ 
( t houBands ) 



1939 




Onemploymont na*;oa 
Koportod* * He ^ <^ J cul a t u d * 



386 



24.9 
21.7 
* 20,1 
16.9 
. 14 . 3. 
19.0 
17.2 
14.6 
9.9 
4.7 



18.3 
2 0.7 
13.8 
10.8 
10.0 
J ? . 3 
12 .a 
10.0 
, 7.*6 
4,. 1 



P'rcohtage tvcduction in 
u fio mp 1 o y mo n t\ r a to * ^ * * 

26, 5 \ ^ 

^- . 4.fe. • ■ / 

31.3 
34.9 • 
30.^ 
35 . 3 
30. 2. 
31.5 
29 . 3 
12.8 . 
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* « includes Civil 'Works Administration, Ci vi 1 i an Consef va t i on Corp??, National 
^ Youth Admihist rat ion , Workti jro g ro s . Admi n i si: r a t i on and other Fe do r al/ age ncy 
projects finance^J from cmorgonc.y funds. ,r>fPCa do not i n cl udc* admi n i s ?r at i ve 
personnel. (Source t ta ti sti ca 1 .^bs t ract of the Uni tod ^States , 1940 o.dit'ion, 
Table 204; and 1946 edition. Table 259.) 
* Kourcot 1947 Hqndb(?ok 6f Labor Statistics , Table. Ai2. 
♦** Calculate*d7)y swi teeing al.l participants in Federal wotk-rolTlof programs 
f rom l^nncmployed" tq "employed" category . ' 
a (column 2 - column 3)/column 2. • ' . 
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oa reported *emplQ^ent and on the reported unemployment rate/ But 
how may one mea^re'the purely' "statistical" effects of these pro- 
grams, and just how iarge has this effect .actually been? 

MEASURING THfi^ STATISTICAL EFFECTS- OF EMPLOYMENT ,. * • 

AND TRAINING PROGRAMS \ • ' ^ ■ ^ 

For purposes of measur^g the purely statistical effects of ^an 
expansion o* employment and training programs; it is useful to divide 
the :total effect of such expansi>on into, two components: "immediate" 

"and "induced." First ^'consider the immediate effect of.^each kind of ^ 
program.. When a person enters a Type T program, his post -enrollment- 
status is airways "nqt in the labor force,"..so that the immediate . 

■'effect of an expansion of a Type I program is V. increase the number 
bf persons counted as absent from the labor "force by an amount equal 

' to the number of enrollees who were in" the labor force (that is, were 
employed or unemployed) prior to enrollment; and to reduce the numb 



4. 



Note that the third columnin our Table 3 does not show what 
ployment ^ates would have|tt| during 1933-1941 in the absenc 
go™nt work-relief p.^s. It simply show, wha officr 
ployment rate statistics for these years ibuld look like if th. 
official definition of "unemployment" used for, those years were 
same^with respect to enrollees in work-relief and similar govern- 
ment programs) as the one^in current use. Hence ^^^^V^'J.J'J^ » 
the second and third columns of Table 3 reveals only "th*^act _ 
of this' purely definitional change"; .in and of itself, it does n£t 
have any p»rtieular analytical importance, since it does not show 
ihrdiffe?^ncerunder either definition, between reported unemploy- 
ment fates and the uneipT^ent rates wi^ich would have Prevailed in 
the absence of work-relief programs. Though he "^ver says so m 
many words, Darby seems to believe .that the "corrected" (m his 
terms'VroVrecalculated", (in. our terms) unemployment rate wcuild 
S prevli^either in the presence or the absence, of workW 
programs. In pSlHla^r, he .appears to bel,ieve that such pr^am 
"crowded out" other employment oi^a one-for-one basis or, mor 
• less equivalently, that the statistical effect of such progr^ 
recorded aggregate employment (under either the 1930s or the 
SefiniSonT was zero. CAae Darby,,1976, pp. 5-6, especially the ^ 
second cpi,lete sentencf^n p. 6.)^ Our analysis in Section II and 
in Appendl^.A itnpUcitl} calls this notion Into question. For 
additional criticism of Darby's "crowdi^g^out," assumption, criticism 
whfch Is addressea^xplicitly^ Darby's paper, see Kesselman and 

Savin (1977). 
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of persons counted as emplo>(ej^9r ^employed by amounts -eciUal to the 

libers of enrollees who were^|^[X^yed or unemployed; Respectively, 

prior to enrollment. (Of course-^ persons not in the idbor force prior 

, to enrollment are still counted as not in the labor force after they 

"enter a Type I program.) Similarly; on net the immediate effect of ^' 

expanding a Type II program ijs>^^ to increase the number/ of persons counted 

as unemployed by an amount equal • to the number of eitp^lee^^who were 

not unemployed (that is, were either employed or not in ..the labor 

force) priqr to. enrollment; and ^o reduce tjie '^inflmbers of, persons 

counted as Employed or not in the labor force by amounts equal lo the 

numbers of enrollees. who were employed or not in the labor force, 

respectively, prior to enrollment.. (Of course, persohs who were 

unemployed prior to enrollment are still counted as -unemployed after 

they ent^r a. Type II jprogram)\ Finally, on net the*lmmediate effect 

of expanding a- Type HI program is to increase the number of persons 

#■ 

.counted as employed, by an amount equal ^o the iiumber of persons who 
were not employed Cthat is, were either unemployed or hot^in the labor* 

^^rce) before they entered, the program; and to , reduce the numbers of^ 
persons counted as unemployed or not in the labor force by amounts 
equ^l to, respectively, the numbers #P enrollees who^were unemployejd 
or not in. the labor force^.prior to enrollment, (Ofs^purse, persons, 
who were employed prioi^ to enrollment aife still coun1}%<^^^s employed • 
•after entering a Type HI program.) r 

^Hence it is quite simple and st:)?aightfoWard ^to work out the 
^•immediate" effect on reported labor force statistics of expansion 
of any '6f the employment and training programs just mentioned, '^^^ 
scribing the "induced" e/fects on rei^^irted labor force statistics is 

i more difficult. This is because these "induced" effects refer- (i) to/ 
the reaction of the rest of the economy" to enrollment increases or 
decreases* ill the "employifient and training sector" and (ii) to the re- 
action of'.the, rest of the ^conoiuy to any changes in the ecbnomic 
envltjpnment which accompany and are the consequence of such enroll-, 
^ment changes* It it usually possible to say what the direction 
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of .these "ir^Suced" -jeffects on the rest of the economy wiU be. > (For 
example, it seems reasQpable to suppose that employers, will fill at 
least some of the jobs which are vacated by mployed persons who quit 
in order, to enter enjployment and training pfpgrams.)^ Howeven, the 
magnitude of sbch effects is difficult" to. determine a priori without 
certain kinds of quantitative inforlmati9nCe.g. , on elasticities of 
demand, supply and substitution); and in geiieral' this information 
is neither readily available nor*; even if available, very reliabl,e. 

For this reason, previous work on the questidn oT the statis- 
tical effects' of employment and training pro-ams (see Cohen, 1969, 
and 'Small, 19720 has been. ba^ /on an ad hoc ah^umption of convenienc'e 
about aggregate labor market behavior: that measures of what we have- 
here c'a lied the "immediate" effects of the expansion of such programs 
on reported aggregate labor force statistics provide a satisfactory 
^approximation to the total effects of such programs on aggre'gatQ 
L^ox ^orce statistics; or, more or less equi^lently, that "induced" 

tts of such progr^s on these statistics are bf secondary iii\portance 
and rjay"'be neglected -in arriving at an approximate measure o6 the 
total statistical effects of employment ^nd training programs. 

Hence> for example", this amounts to an assumption that increasing , 
type I#*program enrollment .reduces reported employment by an amount ^ 
equal to the number of new enroUees who were in the labor force 
prior to enrollment.. The assumption may also"1)e applied in rej^rs^: 
here it amounts to^anSassumption that abolishing a Type I program 
would increas^ reported employment by an amount equal <o the number 
of enrollees who were employe^ prior to enrollment, and would 
increase the reported labor force by an amount ' equa 1 to the number 
. of enrollees who were in the labor force prior to Anrollment. 
Similarly, in the caae of Type programs, the ad assumption 
of convenience amounts to an ass^unpt ion -that abolishing a Type II 
program would increase reported employment by an amount equal to 
the number of enrollees who were employed prior to enrollment, and 
wbuld rrfcluce the reported. labor force by an -amount equal to the 
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number of "enrol lees who were not in the l^bor for(*e prior to enrollment. 
Finally, in the case of Type III programs, thi? amounts to an assumption 
that abolishing a Type III program would r^educe reported employment by 
an amount equal to the number of enrol lees who were not employed prior 
to ent^pllment, and Would reduce^he ]^eported labor force by an amount" 
equal to the ^lumber, of enrol leeV. who were not in the labor force prior, 
to enrollment. ^ . ^ / 

It is im^rtant to note th^t this ad^ hoc assumption of conven-. 
ience refers only to> aggregate totals for persons employed, unemployed 
and not in the labor force, and^does ilDt entail any assumptions about 
the effect of abolishing ^r- increasing enrollment in) any program 
on the labor force status of any .paarticujar individual , enrolled or 
not(t^ For example, the assumption does. say that /^if all of the en-r 
roll^ps in a Type '^I program were in the I'^abor force prior lo enrollment, 
then abolishing that program wpujd increa.se the reported labor force 
by an amount equal to the number of enrol lees. But the Assumption 
does hot imply ^m^thing about the effect^f abolishing the program 
on the emp 1 oym^ent s^^^rtTTs^o f any particular individual' whether 
previously enrolled in the progr^m-sMC- not . In fact, if one is. in- 
terested only in measuring theT effects o^^. expanding or contracting 
employmlpnt and txainii^J|Btr\ams on aggregate l^bor force statistics, 
then, in)general, assta ^Son s/ or results ai>out the effects of such 
changes om the labor fJHHl^tus of given individuals are neither 
^necessary nor particularly relevant. All that is required is the 

J : ■ ^ ■ ■ 5 ' ^ 

ad hoc assumption of convenience which we have stated above. 

^ ' ; 

5. In fact , * neither Small yorVohen states the assumption in the form 
given here.. ^.Rather, they both say that, inVderiving estimates of 
the tQtal statistical effedt\ of employment and training programs, 
they assume that "enro^lees would have continued at their previous 
(i.e., pre-enrollment) employment status during their ^pa j^|;icipatioh 
in* the federal manpower pi;*ogram' if there had been,^ foueral man- 
power program'' (Cohen ^ 1969, p. . 4^8), or, equj^^^^ that "on->^ 
rollees would have continued their p(re- enrollment status in the 
absen^ of the^ programs''- (Small^- 19p,^.p. 11). This seems to have 
g^en rise t.o a fair amount of unnecessary confusion and doubt\as, 
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Since it refers to aggregates rather than to particular indi- 
viduals, the ad ho£ assumpti(/n of ccyiyenience used in previous work 
on, the statistical effects of employment and training programs is ' 
not unlike the»assumptions used to construct . and interpret supply and 
demand schedules. 'For example," the point of intersection- of 'supply 
and demand for labor schedules gives, the total number of persons 
who will be employed in equilibrium at a given point in time, but 
it does. .not show which persons will be employed. To say anything ^ \ 
about the latter will require adit.ional assumptions (e,.vg., about jj^ 
labor turnover); but such assumptions are unnecessary if the objective 
*is simply to discuss the aggregate level of emplpyment. Indeed, 
this, similarity between the ad hoc assi^ption of . convenience abouti ' 
the. effects of employment and training programs on aggregate labor 
.force statistics ind the assumptions 'used to construct and interpret 
supply and demand scheduTer1|^ an advantage. As will become evident 
below and in. Appendix A, this similarity makes' it possible to ^a'lyze 
the effects of such programs on aggregate labor force statistics 
within the context of a. simple model of supply and demand in the 

• ■ " 

labor market. X 

In sum, the ad hoc assumption of conVienience discussed above 
constitutes an ad hoc estimation method-'-^ftr AHB^," for ,shprt--which ■ 
. may be used to estimate the effects of wlo/ment and training pro- 
grams on aggregate s'tatistics on persons employed, unemploye*d aind 
not in .the labor force. AHEM estimates refer to what We have called ^ 



5. fcdnt!) to the, validity of their estimates, since this version 
•kthe assumption is extremely stringent and*, as Smith (1971, ^ 
ig73-) has noted, is probably . quite unrealistic. However, it is 

^ important to note trat Cohen .and Small discuss only the effects^ 
of employment and training progjramis on aggregate labor force 
statistics, so that none of their work actually. requires- this 
• extremely strong assumption about effects pn particular indiv- 
iduals .. The only assumption required for any of their estimates 
^is the much more general ad hoc assumpt^n of convenience, 
stated in the text, about aggrega^^^ 6havior . " * 
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"iiiimediate" program effects pnly, and ignore all "induced" effects 
of, the expansioiwof these programs on the rest of the economy. 
Intuition therefore suggests tnat AHEM estimates of t'he total 
'statistical effect of soch programs are probably conservative. In 
particular, it can be shown that, because of the^ nature of the 
•"induced'' pffects neglected by the AHEM procedure,, the Ay EM tech- 
niqbe is always downward-biased: AHEM estimates will consistently 
overstate any decreases. 4n employment, labor, force or the unemployment 
rate which are attributable to ijicreases in program enrollment and ' 
will consistently understate any increases in these variables which 
are the result of -.increases in enrollments. 1 ^ 

In Appendix A we present a technical discussion of the reasons 
why^'this is so. Appendix A analyzes the statistical effects of 
ernployment and training programs i)^ the context of a fo^toa^ (though - 
relatively simple) model of the labor ni^rket,'and as . suchJmay, be of 
som^ interest to thb technical ly-orientjed . reader (e.g^, t|e prpfess- 
ional economist) . ,To *summaYize the results i^t Appendix A 'for the 
general readeY^^. We think it sufficient, for j^ur present purposes, to 
note that Appendix A suggests . that \here are tw^ basic reasons why 
the AHEM procedure is "conservative" in the sense given above. First, 
the ^EM proeeduye ignores the fact that some of the vacancies 
ci^ated^ in the re^t of the economy when employed, workers depart to - J 
enroll^n employment and training progran)s will be filled with new 
em|g^yees, so that, even when the>iabor market clears, employment 
in the rest of ;thp economy. is norTeduced on net by as much as the 
number of new enrol lees who were employed in the rest of the economy 
prior to enrollment. Second, to the extent that markets do ^not 
clear — or, loosely speaking, to the extent that the economy is 
below "full employment"--and the government decides to expand 
aggregate demancl by expanding employment and training program enroll- 
ment> the AHEM procedure also ignores the multiplier effects on 
employment in the rest of the econom^which occur gs the result of 
this expansion in aggregate demand . v^Bfer ( 
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'with this as prologue^ it is. not hard to discern the general 
nature of the statistical effects of employment and training programs 
in the United States in the 19i^0s and 1970s. In e3sence, Type lU 
programs take perspns out of the "unemployed" and "not in the labor 
force"' gat egories and put them into the "employed" categpryVand 
these "immediate" effects of Type III programs are reinforced by ^ 
additional "induced" effects: employer? fill some of the jobs / 
vacated by the employed persons who enroll, and the addition^lV 

5gregate demand generated by the expansion of the programs stimu,- 
latl&i aggregate employment still further. Moreover, Type III pro- 
gram enrolments have generally been much largrfr than enroUmerJlft^ - 
in^other programs (see Table 2), so, loosely speaking,, "As Type' ill 
programs go, so g^s the economy." This means that, o^^he* whole, 
the expansion of enrollment in employment and traiijing programs 

which occurred during the 196Qs and 1970s increased both recorded 

. • ■ *^ ■ ' 

employment and the recorded labor force to levels above ..(and reduced; 

the recorded unemployment rate to a level below) what would have ^ 

prevailed in the Absence o£ these programs. But what is the magni- 

• tude of these ^effects, and what implications do they have for 
employment policy?. We turn' to these quest i^ons in the next two parts 

•-of the^paper* 



Estimates of the statistical effects of ' - • 
employment and mining programs' ^ ■ ■ 

In principle, one could estimate the direct effects of employ- 
ment and training program? us.ing ^ither of two procedures. First, - 
one could specify a cqmp^ete model of labo:^ markets, representing 
both the supply of and demand for enrollments in employment and/ 
training programs expli^citly in that model; estimate the parameters 
of the model; and then measure the direct effects of employment '<m'd 
training programs by {f6v example) simulating* the behavior of the 
model with the supply of enrollments s*et at zero and then comparing 
these results with observed behavior. Unfortunately, specifying ^ 
and then estimating siicl^i a\model for use in simulations of this 
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^ijicl is" no simple task; doing the job properly may not require:, 
building a''complete macrpmodel, but it cer^tainly calls for more 
than ^ few ordinary least squares regressions--an^t probably 
calls for more data than are actually available. /Developing esti- 
mates based on a complete model of labor markets is an important 
goal for future research; fo-r the present, we shall content ourselves 
with presenting estimates of the direct effects of employment and 
training programs derived from the second procedure, AHEM. Tn , 
view of the discussion above, it is worth stressing once again 
that estimates based on AHEM arl^ conservative: if anything, the 
"true" statistical effects, are probably greWer than the estimates 
which we shall present below. r . ^ 

With this in mind, con.side/ Tables 4-7; in which' we present 
official CPS figures on aggregate unemploymeht , employment, etc., 
and AHEM estimates of what these Jabor market variables would have 

N 

been in the absence of any employment and training programs. (For 
a detailed discussion of the procedures -used in deriving the AHEM 
estimates set put in Tables 4-7> see Appendix B.) 'Table 4 contrasts 
CPS figures on actual levels of aggregate employment, unemployment . 
and' labor fojJ:e (that is, the actual (values of these labor market 

• variables, ob|Served in the presence of employment and training 
-programs) with 'AHEM figures (that is, our estimates of what these 
variables would havQ been in tV^isence of the programs) for the 
total population. Hence the co*)wni9s headed "diff" in Table 4 'gives 
the purely statistical effect of eiloyment and* training programs 

•on the variables<Jcqnsidered the7*e. Table S'presents similar compar- 
isons for the aggregate employment -population x:atio,, the unemploy- 
ment rate and the labor force participation rate for the population 
as a whole. Finally, Tables 6 and 7 present analogous results for 
the teenage population (persons age sixteen to nineteen) . 

Both for the population as a whole and for the t^enag!^ popula- 
tion, our estimates imply that the statistical effects pf expansion 
of employment and training programs (especially employment prog:^ms) 
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TABU- 4. 

AHEM AND CPS MEASURHS OF HMPLOYMENT- UNHMPLOYMFNT 
AND LABOR FORCE FOR 'TOTAL POPULATION, 1963-76 

(Annual Averages, In Thousands Of Persons) 
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TABLE. 5. . , ' 

AHEM AND CPS MEASURHS OF EMPLOYMENT, UNEMPLOYMENT 
AND LABOR FORCE RATIOS FOR TOTAL POPULATION, 196.-^-76 

(Annual Averages, In Per Cent) 
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AHEM AND CPS MEASURES OF EMPLOYMENT,. UNEMPLOYM!- NT AND LABOR FORCE 
" FOR POPULATION AGE 16-19, 1963-76 

(Annual Averages, In Thousands of Persons) 
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TABUi 7. 

AIJPM AND CPS i^iFASURI'.S OF HMPl.OYMlihTr , UNI;MPI.OYMHNT AND IJNBCnrrORCi: HATIOS 
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sinbe* 1963 have grown steadily in importance/ The effect of employ-" 
ment and trainiifg^^jirograms on reported levels and rates of unemploy- 
ment has. increased steadily over time; the effect on reported levels 
of employment and labor force, and on reported employmen t. ^population 

.'and labor force participation figures, has likewise increased steadily 
over time. - * . ' . 

In view of our discussion in Part II above, this is hardly 

•astonishing; but the magnitudes of these effects may come as some- ^ 
thing of a. surprise. For^example, the estimates suggest that, in . 

. the absence of employment, and training programs, the national unem- . 
ployment rate^ould have been about eight-tenths of a percentage 
point' higher in ^976 than ^:he actual figure; and thit the teenage 
: unemployment rate would have, been atlotit 3.9 percentage points higher 
than the official 1976. figure/' Similarly, the estimates imply that, 

^in the absence of the programs ^ the^ aggregate employment -population 
ratio would. have been about seven-tenths of a percentage point . 
\ lower in 1976 than the actual figure; and that the teenage employ- 
ment -popul at ipn ratio would have been about 3.1 percenbg^e points 
lower than the actual 1976o figure * , 

Finally, the estimates also shed some interesting light on 
the experience of the second half of the 1960s. Both overall and 
for teenagers, unemployment rates hit their lowest level for the 
entire decide in 1969, and/employment -population ratios reached 



6. *^f course, these ara estimates,, which, as indicated m n* 2 above, 
are subject to some Vieasurement error. Accordingly, they should . 
be interpreted with some caution. However, to the -exteftt that 
measurement errors induce systematic biases, we. suspect that 
th^ work' in a downward or conservative direction. Both because 
of the nature of the AHEM approach and because 1974-1976 CETA 
enrollment data used in our calculations almost certainly under- 
state actual' average total current enrollment (see n, 2 above), 
it seems probable that the differences between the official 1976 
employment, labor force, etc., figures and those which would ob- ^ 
tain in the absence of employment and training programs are larger' 
than the ones given in the. text. 
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their highest level for the entire decadejjin 1969* Tables 5 and 7 
suggest that the effect of employment and training programs on 
these patterns was considerable ♦ According to the estimates pre- ^ v 
sented ir^ Tabtes 5 and 7, almost 30% of the total decline in the 
overall national unemployment rate b.etween 1964 and 1969 was a con- 
sequence of the statistical effects of employment* and training pro- 
grams; and that* these statistical effects account for nearly alJl. (90%) 
of the decrease in the te^age- unemployment rate between 1964 and 

1969/ . . . \ 

Of course, the line between unemployment and absence from the 

labor force is not always easy to draw, and so some observers-^-notably 
Geoffrey Moore--have argued that If or many* purposes the employment- 
popudatiofi ratio is a bet^r measure of labor market behf^ior than the 
unemployment rate, In;thel present case, however, oomparisom of the 
employme^nt-population rati* with and without Jllployment and training 
programs over 1964-1969 ^Md^^ ess^tially the same story as the - com- 
parison of unemployment rMtes during the same^period. 'Tables 5 and 7 
imply that ovef 15%. of the increase in the aggregate employment- 
population ratio during ^96^-1969 was. a consequence of the expansion 
of employment and training programs, and that over 35% of the. increase 



irf the teenage employm^t -population ratfo during 1964-1969 was- like- 
wi)Se the result of this expansion, ♦ , ^ * . . 



?♦ That is, *tTie increase between 1964 and 1969 in the reported aggre- 
gate employment --population ratio was 2,3 percentage points; *but the 
reported employment-population ratio in 1969 would have been 0*4 • 
percentage points lower ' than it' actually was had there^ been, no, 
' employment and training p:rograms, according to our estimates*. ^. (See' 
Table S^) Hence the program'? purely statistical' effects ''account'* 
,1 for'0*4/2*3 = 17^4% of the total increase. in the aggregate employ- 
; ment-population ratio during 1964-1969. Similarly, the. prograu^s 
\ acitbunt Cor 2, 2/6 A = 36.1% of thp increase in the teenage employ- 
ment-population ratio between 1964 and 1969; for 0*5/1*7 = .29.4% of 
* ' the* decrease in the aggregate unemployment rate during these years; 
,an4 for 3.6/4 .0 « .90% of the 1964-1969 decrease in the teenage un- 
employsfnent rate. ' ■ ' 
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POLICY IMPLICATIONS ' 

» The estimates presented here have an obvious empirical signifi- 
cance; moreover, taken in conjunction with the analysis above (which 
is presented in more detail in Appendix A), the estimates have a 
number of implications fo^ employment policy and for employment and 
training programs as instrument^ of employment policy. 

That there* is still debate on these issues might ^seem somewhat 
surprising, since, as is well known, the debate was supposed to have 
•been over with more than ten years ago. To be sure, even in the 
good old days of Jthe 1960s, some advocated employment and training 
programs as means of effecting structural changes in the labor force 
and reducing the inflation rate associated with any given unemployment 
rate. But a second school- sought what might be called the lift of a 
driving demand: they Argued for monetary and fiscal measures to ex- 
pand aggregate demand and > move the economy along a negative-sloped 
Phillips curve, incurring an acceptajbly smalT increase in inflation 
in exchange for a much desired reduction in the unemployment rate. 
In the end, policy gave much more emphasis to aggregate demand measures 
than, to structural measures, and, as shown in Tab^s 5 aftd 7, unepi- 
ployment rates as reflected in -CPS data fell sharply , *. The proponents 
of what has now become the new pld-time religion of demand expansion 
m^iintained that th'is experience renders a "clear-cut verdict" (Heller^, 
1966^ p. 64)ton the merits of a^regate demand measures., making ".^.it 
...as clear today as it can possible be" (Ackley, 1966) that the 
strategy "worked amazingly well" (Oken, 1976, p. 70): ttfS^ view that* - 
",..the inadequate demand camp was right and the structu^lists were 
wrong'^ (Ackley, 1966) "...was gloriously c^pfrft^ed by the ease with 
which new jobs were created and unemployment diminished in the sub- 
sequQnt expartsion of aggregate demand" (Tobin, 1974, p. 16) --thus 
demonstrating ".. .tii^V macroeconomics can, black youths aside, achieve 
full employment" (Samuelson, 1969). and that "the American econom^can 
reach unemployment rate-s of close to 3% through the use of simple ; 
fiscal and monetary policies" (Thurow, i973, p. 84). 
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the'debate was supposed to be over, why has it ^cohtimied? 

J. •"/ . ^ ' 

Primarily, it seems, becau'^e economists rediscovered supply, and 
raalized^that the scissor^ which the aggj:e^|||^e demand school ^witelded 
had .only one blade, I^i^t came the realization that -demand expan- 
sion not only reduces unempjloyment but also raises prices, and 

■■ ^ ; ' • * . ' <^ 

that, eventual ly mo^iey wages, will adjust to c^itch up .with* prices — 

' ^\ ■ * ^ . ** 

thereby cancVuing at le^st some of the *lfffevious gains in em)pl6y- 

ment: ; tbe^emand^^expansion road^ up 'the Phillips curve seems, in 
the long run, to be appreciably steeper and more dangerous f'han 
initialt)4 thought. M6r6 r.ecently has come the realization that. 
goyernmOTit supply-side programs hav^ contrijbuted in no small way 
to recent gains in a variety of economic Indicators — gains Which 
were once thought tO; be attribiltable. en»tire*-y to expansion of 
Aggregate demarid^^ring t^e 1960s, / 

Our analysis and e^imates be'ar on this debat^ in. .several 
respects. ^'First, just as pther authors have found that- various 
supply-side programs- -as opposed 'to '-'simple fiscal and mdlfetary 
olicies"' as such--made* an important contribution to the attain- 
mei1ht-of various policy* goals .during the 1960s, , we, too, conclude 
that * stoply-side (i.e. ; ^employment and training) programs .account 
for a riot inconsi4erable part of the reduction in unemployment 
rates (and the jincfeasfe in employment -population ratios) during the : 
'1960s. The "clear-cut vierdict*' which emerges from a consideration of 
•Tables 5 and 7 is that the putely statistical effects of employment 

and training programs had an im^ior'tant effect dn key indicators of 

%^ ' ■' . ^ ■ • '.. 

. J ^ ^ . ; ^ ' 

8.i .For example, ^^otnick and Ski'dm^.r^ (1975) fipid that mu^h of tlie 
decrease in the.incidena»»\df recoxjded poyerty dicing the 1960s 
was the resujt of the substantial expansion of government trans- 
• fer programs (rather than exjiansion of* aggregate demari^ per ^e ) 
, ^ during, that .period. Jjikewise, Bu1;ler and Heckman (1977) conclude. 
^ that '*...the supply side effects of recent poliqy [such as 
government welfare 'and transfer progfajfris] play an important role 
in^ explaining 'the rqcent measured increase in the ratid of wages 
. and incomes of blacks to thfi wages and incomes of whites" (p. -235) 
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mpldyinent and^Aipempioyment ; and the most interesting hypothesis 
about. aggregate demand which is ^'gloriously confirmed'' by these* 
tables is the proposition that|>rt^mbeVs of the aggregate demand , 
school are no more immune from the post . hoc fallacy than are other 
ecojjpmists, . 

al^c^ncl > bur analysis also suggests that gr^a^er reliance on 
empioyment and training programs aS a means^ of reducing unemploy- . 
ment by shifting the economy's Phillips curve may be preferable) 
to what now appears to be tjie rathe:i^--perilous policy of reducing 
unemployment by relying solely on demand expansion and mov:ing, 
along a_ given--and potentially quite steep--Phillips curve. • ^ 
Indeed, our disctissibn of the statistical effects of elnpl( 
(Type III) programs/ under the. cpndition of general market ^j^ai^ing 
^ ' or> loosely speaki*, "fuA employment'^ (see especially Appendix A)* 
implies that exWision of such programs can reduce the reported . 
' ^ " unemployment rate and increase reported employment even under^ 
conditions of general market clearing--when the only long-run 
\ ^ effect of a once-and-for-all demand expansibn will be an increase 
* in the price leveT,- and when monetary and fiscal policies to drive 

4 

the unemployment rate still lower wrlT generate only an accel- 
- W' g {' * 

erating rate of inflation. Since teenage.^, unemployment, espe- 

• • 

eially among blacks, is hig}^ even at "full employment," this is 
pf course particularly important* for policies to reduce teenage 
unemployment, •. - . ' . • 

: Finally, our discussion in Appendi\ A of^;tJ[\e statistic^ 
effects tof employment ai\d training p:^grams qfirfdei' conditions af non-,,,. 
market clearing (or what is usually, somewhat imprecisely, v^alled 
"below funy-efcploytnent") "Suggests that expansion 'pf sych progi;ams 
in condition^ of Jlft-market -clearing caji be a particularly potent 

„ ' ^ 1^ ^- 

9.' Proponents of the "npt^ral rate of unemployment" hypothesis may 

thus find it of soirfe interest that an expansion of employment 
,. * /programs is I means of reducingf the unemployinent rate without, 
."^ ■ {It t fie same 'CT-me; incurring an accelerating rat€ of inflation. 
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fprm of demand expansion --me which, moreover,, can actually be 

more powerful" than convenj^^onar monetary and fisoal;^i)plicies as a 

means of reducing "de^i cient- demand" unemployment . The analysis of 

Part II above leads directly to the conclusion that expansion of . ^ 

employment. programs will reduce unemployment and increase employment 

undeiv conditions of non-ma^rket -clearing by mote than, say, a tax 

.. ^\ • ' 10 

cut which raises effective aggJegate demand by the^ same amount. 

Indeed, if the government expands employment pro-grams under con'di- 

tions of non-market-clearing entirely by enrolling previously un^m- 

rployed persons, it will create at least as. many jobs in the private 

,secto-r as a- tax cut involving the same dollar outlays --and o'f 

course will creVte additional jobs in the .pubJ^irtr^ectb'r^S wel 1 . 




A 

\ 



10. This i^e^jrdBiit from Figure 2 of Appendix A. An increase i^K % 
aggregate demand effected' via, say, a tax cut will shift ^^iijns ' 
dertiand from the/D' ' schedule of Figur^ 2 to the D schedule, and 
would raise total employment from e'/to e*/ In contrast, an . 
expansion of employment programs whiJch haa the same effect on 
agfrefatt* demand 'Would raise emplbyment in the rest-of-'the- 
etonoihy sectojr from e* to e^, aijd would raise training sector 
employment by an additional ^moi^nt dx + dX , with the total 
being larger than that effeolJed by |tjil tax Hut* 



11; * Qf course, this is simplV a straightforward extensum of tK© . 
familiar balanced-budget multiplier theorem* (^^^ example, 
Killingsworth and .k^ng, 1977,* esp. pp. 26-28.) To t^e extent 
tKat so-called •'fiscal ^ubstitutior^" effects op/rate, they 
simply reduce t]|je difference between the ^^ffectiyenessr of em- 
ployment pfogfJtms and that of a ^ax cut* ^(See, a%ain. Killing"^* 
worth and King, 1977, esp* pp. 23-250 t,.-. • , 
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APPENDIX A • • 
A SIMPLE MODEL OF' THE STATISTICAL EFFECTS 
OF EMPLOYMENT AND TRAINING PROGRAMS 



To see clearly-- -albeit in a somewhat intuitive fashion which 
suppresses various details--the nature of the statistical effects 
of employment and training programs, and to see the nature of .AHEM, 
estimates of these effects, ,it is useful to consider the case ofxan 
^expansion in enrol Imerft a Type III program in the context of a\ ^ 
simple model of the labor market. (As is evident fr9m Table 1 and 

2, enrollment in Type III programs is by far the largest. ef that in ^ 
any program, so the results presented here may be taken us a fairly v 
good indication of the effect of all such enrollments: the effects . 
of Type III programs will sw£imp the effects of Type I and II programs.) 
'^iil^o *^sectors" of the labor market are considered: t^e "employment 
*nd training sector," and the "rest-of-the-economy" sector (or ROE, ^ 
foir ;%iort) . In t^^rms of out di-scussion in the. text, the ^ "immediate" 

doyment and training programs pertain to the "employ- V 
trying sector," while what we have called "induced" effect s^ j 




j^'s on the^/UOE. Since the "immediate" effects have beeYi 
^ |iome detailV in the' text, we focus here on fhe "induced^' ^ 

effects df^^jfe ana" training programs ajid ftence on the^ ROE 



sector; r-^-i"^' 



• A^ Mjm the 3upply of labor to the ROIE, S, is positively 
related^to the real wage, w, while the demand for labor in. the ROE, 
D, is nfegat'i^vely related to the real wage.. _Eigure 1 presents these* 
two schedules. Now suppose --purely for the sake of argument --that 
all markets Clear and that %\\e j^evailihg real>^age rate is w*, at 
which supply and 4©rtiand are equal and equij:ilif|p^^ employraef^t in the 
ROE is e^.l Next suppose that* the governme^*^50xj);stnds enrollment 
in a Type III program by an amount dx.^ Thi!*.. ei^tollment increase 
c^omes from three sources : from persons previously employ^ed in the 
•rest of thd" economy, dx^; 'from persons ^ previous l^ unemjpfoyed and 
seeking work irr the rest of ih^e economy, dx^; and f^pm persons :p3?4r 
viously not in the labor, •force, .dx^- So * / 

dx dXe + dXu +*. dx^ ^ - ' 

Of course, labor turnover aa4 job s^afch^will ^^nerate some posi- 
;tive vnfemployment rate even at this point of. general market 




c 



1 earing. See, for example, Hansen (1970>. 



\ 



2, Presumably, this increase comes about either because the goyern^ 
ment offers better stipends or training to trainees, or because 
existing stipends and training were sufficiently attrstctive to 
create an excQas of appjlicants over available places which the 
government now decides to satisfy more fully/ or some combination^ 
of th#se two things. 
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. Now, In terms of the modpl of the labor market of the ROE^ 
depicted in Figure 1, expansion of the Type III program shifts 
ROE labor supply schedule to the left by an amount equal to dx^ 
that is, dXg fewer people are available to the ROE at any r^l 

. in the vicinity of the Current level, w*. Hence dx^ vacancieil 
up in the ROE; labor is now somewhat scarcer there^ and so, competing 
with each other to get more, . firms raise wages by an amount ^ dw^lD 
a new level, w**, thereby attracting (9S/9w)dw new workers , That 

•is, having shifted from point 1, the original equilibrium,, to pornt 
2 as the result of enrollment increases in the program, the ROE 
labor market now adjusts to fill, soma of the vacancies created by 
that enrollment increase; in doing so, it moves from point 2 to 
point 3. Thus the net ^chafige in employment in the rest of the 
economy ^ is only dcj^, where * . ^ • 

•deR - - dXg + (9S/9w)dw. . \ 

while the net change in total reported employment--that is, ir^ 
the employment -and-training .sector plus the. ROEi(^ is de^, where 

de^Y = de|^ + dx = -dx^ + (9S/9w)dw dx 

^ • (9S/9w)dw 

. Under the AHEM procedure", however, the total charige in reported 
employment is assumed to be equal to the number of new enrollees 
who were not employed (x, e,, whcf^were eithefnjnemployed-or not 
in the labor force) prior to enrollment . In other.^words, uixder 
the AHEM procedure, the estimate of the total change in reported 
employment is only .de^, whirfe s * 

derp = dx^ + dx^'^ • . 

and Where,' of course, de'r is -strictly less than derj,: the AHEM 
procedure yields a conservative ior in technical terms, downWard- 
biased) estimate of the actual' effect on tot^L employment oKan 
expansion of g. Type III program.. ^ ^ 

.All" this assumes that the ROE labor market 'does in fact clear. 
If this is not the cas5, then, in general, the downward bias in ' / * 
the AHEM procedure is even greater,, since this procedt#e also 
ignores ^e multiplier effects which are associated switH the pro-, 
gram-expansion-induced increase in effective aggregate demand and 
the resulting return^ to market -clearing conditions. To see this in 
^ an intuitive way, r.fl^tall that thp D curve of Figure 1 is construe-^ 
, ted oiV the conventional textbpok assumption that markets do in fact 
clear and thus that firms are able to sell all they want to at pre- 
.vailirtg prices. Obviously^' this curve cannot be used to-analylse 
"behavioT under non-market^-^Cl earing conditions. *For a very simple 
/ikQdel^ of the labor market under non-market -clearing conditions, 
\ • . ■ ■ * ' ' ' ' ^ * 

ijMI^See, for 0xampl'e, Barro and Grossman (1975). The model presented 
'^'•'here suppi\esses most-of the details to be found in their work, but 
• ' . ■entii;ely adequate foi^ Our purposes* and* contains ma,y of the 

essential ideas to.b0 found in their much inore elaborate treatment. 
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consider Figare 2;. The curves labelle^ D and & are the same as . 
those of Figure .l--that is^ these two schedules represent the 
demand and supply for labor schedules which would prevail in the 
'ROE if and when firms are sat?sfied that the labor and commodity 
1 markets clear. In this case, the equilibrium real wage. would be w* 

i Y equilibrium level' of employment would be e*, as befoi^. 

, However, when markets do not clear, e. g,, because the aggregate 

• effective demand f6r commodities 'falls short of the output of 
commodities, firms discover that they cannot sell more tl^an some f.;. 
particular amount of pVitPut y' which is le^s than the market- 
clearing ^unount y*. iln^ll conditions improve, they therefore will 
hire at mos^ only e' workers, less than the market-clearing amount 

e*, because only e* ( ^ e*) jworkers are^ needed to produce y' ( < y*)', • 
the maximum amount of output they are able to sell; ' 

Hence, bex:ause the commodity market does not. clear and firms ^ 
are output-constrained, l|h ROE labor demand curve takes t^hfe form 
of the brok-en line aqe^ sfiown in Figure 2, implying that no more 
► than e' workers will be hired at ^ny positive wage. It follows that, 
even if the real wage is' less than the "riglit" level, w*, firms will 
not hire moxe, than e' workers, simply because when markets, dp jipt ' 
clear firms will be unable t^ sell ^ the additional ojutput wht^h -ftii^ir 
additional workers would produce. *By the 5ame token, ''fail^j^r^^-'^^^^^^^^^^ " 
the real wage to fall is not the reason why the econojny doc^^,^^^ 
. ' return to itsVoriginal position, e*.'* Of course, competiti^;- : , 
I between workers may drive the ^ real wa;i^edown to some extentv; thciiiigh, 

^ since this will have no effect on the eflFective/demand for 

. e', nothing will happen to employment inyconspquence , RatheFy' t^ie 
^ ' worketrs must' compete for a fixed number of^-jobs, e'. 
* * In any event, suppose J:hat , at present, the real wage is so^e^ 
;amount w* as shown in Figure 2;. that the government decided to foster 
a return to general market-clearing condi"tions b]^ expanding aggregate 

• effective demand; and that it decides to- expand demand "by expanding ^ 
a Type III program. The increase in program enrollment shifts the 
ROE labor supply . schedule S to tWueft by an amount dx + dx^' (i.e., 
the program enrolls some persons who were employed in the ROE prior 
to enrollment, and also enrolls some persons who were ''involuntarily 
linemployed" in the ROE labor force prioi; to enrollment). At the same 
time, the expansion dn aggregate effective demand associated with ' 
expansion of . the type Illprogram induces firms to switch from the 
non-mark^t-clearing demand curve DV back to the market-clearing - 
schedule D. Thus, the ROE labor market moves from point 1,. t^e initial 
employment position,'^ to^pplnt 2 due to the enrollment expansion > p'er se , 
and then movds from ^pint 2- tp point 3 due to t\w ag^rega^te demand / 
expansion associated withVthe enrollment expansion*- ' ^ . / ,r * i 

'In this case, of coufse, the net .change ifT oiT^loym'ent'v in the rest 
of the economy, "de^, is positive, from e^ to^*j!>( -(Note thSit, by 
construction, e** - e' is equal to .pS/Bw^di^ w*^ 




^ 1 • " ' . ^ I ' ■ . I ' rr- , ;' * ' / ■ 

;if ..-; . 4". See, fpr .exampltJ, Barro and ,Grossmaa ( 1975 i especially pp. 61-62). 
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as in Figure'l, TWs^puts the' conclusion, in the sharpest possible 
way, but, of coui^se, the validity of the conclusion in no way 
depends'tn it!) Further,, the net change ip total reported employ- 
ment, de*p--that is, the change in the employment -and-training 
sector plus the change in the rest of th6 feconomy^-induced by 
expansion of the program is. even greater, i,. e., , 

decjj = de|^ + dx = (e** - e») + dx^ ^^^u 

^ dx^ + dXj^ V (9S/3!^dw + dx^ 

,But tlie AHEM estimate of the employment effects qf this program ex- 
pansion is st^l^only ^ 0 ' 

dej = dx^ + dXj^ . . 

3o the (^QKfiward bias of the AHEM estimate', de^p - de^,, is even \ 
""^l^jgej^^m this case--one bf^ adjustment from non-marKet -clearing 
conditions --than it was in the preyious case, .which assumed general 
market Clearing. 

Finally, siippose that employment in the ROE is subject to a.^ 
minimum wage. (The effect of the minimum wage on aggregate' employ- 
ment may not be very large, ttut its effect on teenage labor markets 
riay be more important.) Precise , conclusions as to the magnitude of 
the downward bias of -the AHEM procedure in the presence of a mini- 
mtfltt wage must rest on precise assumptions about various other magni- 
etudes, ir\pluding (i) the extent to which. the mii^inium wage exceeds . 
the equilibrium* or market -clearing level, (ii) the' extent to which 
cov^ptace under the minimum wage law in the ROE is less than complete 
and (iif) the extent to which expansion of employment ahd training 
.programs attracts enrollees previously employed in* the ^'covered 
subsecto'rW^^cf the ROE. However, the direction of the bias of AHEM 
estimates^ii§i|^*^^ no/way altered by a minimum wage. Indeed, the down- 
ward bias 'd,f* the AHEM procedure will be at an absolute maximum if 
all employed persons who enter Type III programs come from, the ^ 
"covered subsector" of; the ROE. This is because the effect of the 
minimum wage is to make the^ supply of labor to the covered subsector/ 
infinitely ^.elastic, s<^that employers in that subsector will fill 
all of the vacancies which will arise when some of ^tlTetf employees 
depart in order to enrolj in a Type III program. 

^Tiis ''induced'^ effect associated with minimum wages will be 
som^lmat smaller if some of the employed persons entering tlvc Type 
III program come instead from the" ROE subsector that is j\ot covered 
by the minimum wage law (the ^J'uncoverea; S^cto'B*,*' for short*); but 
even in this case there will sti41ybe an ''induced" effect of some 
•magnitude. In fact, Figurep 1 and. 2 and th^ above discussion of 
thedr impT^lcations may be taken to" refer to the limiting case in 
which dlj^ employed persons wh,o enter Type III j^rogtams are^ ''recruited 
from the uncovered subsector of the ROE, the covered subsector is 
left ^undisturbed and the bias in AHEM estimates is therefore at an 
absolute minimum* 
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Of course, all these results are simply intuitive partial- 
equilibrium examples rather than rigorous general -equilibrium 
comparative-statics proofs, if and they do not attempt to explore 
either statistical . effects on variabiles other t hath employment 
(e. g.,- the unemployment rate) or to examine differential statis-' 
tical effects on different labor markets (e. g., for youth vs. # 
other persons) . Nonetheless, these results are certainly suggestive; 
and it is possible to derive these and other' resuKs on the sta-- 
tistical effects of employment and training programs--both for 
"disadvantaged" workers (i. e., the "target" or eligible population 
group) and for the population as a whole--using a formal model of 
labor mai:k,ets and simple comparative-statics techniques.^ Fox 
purposes of this Appendix, we content ourselves with simply stating 
some of these results, in particular the following general 
proposition; . ^ # 



Two important assumptions underlying those derivations which 
pertain to unemployment seem worth mentioning here. First, we 
assume that an increase in the general level of real wages 
increases the labor force. by less than it increases the "supply 
of employment" S (i. e., the number of persons who are willllig ^ 
to. accept job offers rather than continue to search), and hence 
that the number of people who wish to continue to, search for 
work rather than accept work falls as the general level of 
real wages rises. (Quits vary procyclically, but the duration of 

•-'unemployment falls as the cycle reaches its peak;, and it can be 
argued that these^ variables :5eflect\§e^h behavior gfer sje . To' 
the extent that* this is so, we assume that the fonner * effect is 
dominated by the latter, generating, a negative relation between 
the real wage level and the amount of "search unemployment .") y 
Second, we assume that enrollment opportunities in employment • 
and training progHms are rationed, so^^that the nuiiiber actually 
enrolled is an exogenous goverment -determined polity variable. * 
To the extent that admission into such programs do]f)ends on 
labor force stati4s--e. g., on being or having bepn unemploye^d-- 
in<lividuals may deliberately ojhange th^r labor force status in 
order to improve thei^* chances \ of admlssfion; howevei**, to 
simplify the analysis'V-*'^ assume that tfie extent of such behavior 
is negligible. In fact, the assumption that* enrollment opportu- 
nities are rationed more or les^i^ implies this. Individuals who 

. attempt to improve their cflancVs 6f admission by becoming^ 
unemployed trade off ascertain lt)Ss of earnings against a \highly 
uncertain and--when enrollment opportunities are rationed-wpre- 
sumably rather Small increment in the probability of admission. 
^Some may make thi^ ^tr^de-of f , but, at least as a first approximat 
ion, we assume that tRe aggregate importance of this phenomenon, 
is trivial. 
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^ • AHEM estimates of the statistical effects of an >' \ . 
. expansion of ^ny employment and training progi^am-- 
whether^ Type* I, II or III--are downward-bia^fed, 
both for. "disadvantaged'' workers and for the popu- 
lation as a*^^^ 

'it is also possible to detive other results which are concerned 
speteically with the effects o| ^ch particular type of^program. 
The te:$ults which refer to thfe sts^tistical effects, of typ^ . 
progr&sf --Which, given the size ofs thes;e programs * are proh^ly " , 
of gri^itcjst interest--may be summarized as follows: 
■ ■ '^^'V 

•'If the gove:5;nment expands enrollment in a Type; III 
program, then: * . T: 

J:. Both for disadvantaged workers and in the aggrejgat^t,J 
xepgrted employment and labor force levels Mil both 
tise and the reported unemployment rate'Wi^fall> 

BotK for disadvantaged worker's and in the aggregate, 
the^ actual increase in reported employment (the 
repdtted labor for<:e> will exqeed the number of 
new enrol loes who were not employed (not in the 
labor force) prior to '.enrollment . ^ Hence, both for 
disadvantaged worke:us and in the aggregate, AHEM 
estimates unde**tate both the employment and labor 
•force increase/ attributable ^^ expansion- of the 

<-;'•..:■ ■ 

t'jigesd -work^i^: and in the kggregate, 
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program . 

Both for 
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reported 
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f^the af^Ual increase in 
5Hnid the miihber of new enrtftlej 
^prior jCj^ enrollment will %^ 
betweei^the actual increase 
Whpv' foTc^efMd the numb*er of new 
6 .not^'^^inAtM force prior to 
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attributable to 




''Hi 



ERIC 



1^ 




'284 



/ 




■ APPENDIX, B . 

.^ERIVAflON, pF AHEM ESTIMATES 



In Tables .4-7 o| the -tejct we present AHEM estimates of the levels 
of employtnent/uinemproyment, etc., which, would have prevailed during 
/1963-1976 in the abserlcfe .of em^lpyment and training, programs . These 
^e^timates are 4^rived in the following manner* ■ 

, l^ij^st^ E, the* level of employment whith would prevail in the. 
--aJl^ence of t^ie pfograms, is^assumed to be ♦given by ^ 




E i= e: 



(0.2 



+ E X 



r ^Ilr^IIr. 
S Ills J I Is 



wrfcere B» is the level of aggregate employin|p\t .recorded in officiaJ> 
> statistics, e|^jvj is the fraction o^ enrollees in WIN who were 
,j» en^loyiCd prior to enrollment, e i? the fraction of enrollees in 
/; ■ th'e zth Tyge-f) progran) who were^employed prjor" to enrollment, X^jj^ 

i^fl"' z^jM^otal WIN enrollment anfd X ■ is total .enrol Imejj^pl in^the zth 
"^T^-V progiram,! Likewise , " thl number of per-§Qji§ who. would 
in„the aggregate labor force ifi the absence of thV programs is 



L = L - 



SflN^^'^WIN-' 



q Iq 



■i 



'Ilr 




.1*' 



s ''inr'''''''IIIr' 




v^fhere L is the number, of persons in the labor force as recorded 
in official statist ics^il^^jj^ is the fraction of enrollees* in WIN 
who were in the labor force prior to enrollment and Z is the 
frfiction of enrollees in'the zth. Type-P program who wire in the 
labor force priqr to enrollment. Together with official data ^n* 
L and E, data on overall vj&.lues of X, e and I for each program 
*^read directly to a measure of the aggregate unemployment rate 
which Would prevail in the absence of the programs, u, where 

(3) ; 'ir= (L-Eyi 



2. 



>Jote that (1) a^umes that 20% of all WIN enrollees are in on- 
the-job training and similar activities which would pause them 
to be classified as employed'' byiCPS interviewers. Here we 
follow Small CI 972)^, whp, in the absence of reliable data 
thfe coirtposition of WIN enrollee's by ^type of 'activity, 
the same assumption. (The. limited data available suggest 
that the 20% assumption is not unreasonable, though |t is not 
possible .to be sure whether it is equally appropriate for 
each? year of the WIN ajid Work Experience programs.) 

In most cases we have been able to use aqtual data on X for each 
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Recall yet again that u, L and E are all conservative estimates • 
% of the "truey effects of abandoning employment and training prp- 
. grams: that is.^ u is a lower bomuljjn the true unemployment rate 
Which. would prevail in the. absence of the programs, white both-L 
and E are upper bounds. This is *because, as noted , in Part II ^nd 
^^ippendix A, the AHEM procedure ignores induced effects (on employ- 
ment in the'- rest -pf-the-economy sector and via the multiplier) 
arising .from abandonment of the programs. Finally,- given data on ^ 
the civilian noninstitUtional population age sixteen' and over, P, one 
may cftinpute estimates of the eirfployment -population ratio and labor 
forcer participation rate wfilbh would obtain in*,the*absefice of the 
pix)gtains, i.e., 

(«4) ' V= 6/P 

(5) .X = L/P , N 

respectiviely . ' ^ .. . * • V 

Given data on the employment, E , labor force, L , and populd- ' 
tion, P , of persons age 16-19, one could easily use fexpressiofis V 
analogous to (1) - (5) above tO compute similar estimates for the 4" . - 

youth labor force, if data on program qftro 11 m^s for youths and . ; , 
the composition *of young enrollees by pf^aAous labor force status-- 
that is, X, e and J,--were available. Unfortunately, .data On e and f 
for persons age sPiteen to nineteen' (or for any othet- particular age . . 

• group) are almost never avail^le • "Instead, thei'efbre , - wp afe 

forced to construct estimates of the direct effects of employment^ ' - ^ 
and training programs on youth by assuming .that tlje composition of 

• young enrollees by pre--enrollment labor force sta£us.,3^h# same 
4hat of all enrollees. Hence, v^e qomgute estimates, E, L , u , n 
an4.A for yfUth, analogous to ^, L, u, n and X, resp6ct,i\^ely , fot ' 
the overall popul at j(on, "by inserting E and L in- place of E and L 
in (1) artd (2), respectively, and thenWltipiying each tot?al program 
enrollment figur.e X by y \ Jthe fraction of enrollees in the zth 
Type-p program who ^ere between sixteen and nineteen years of age. 



r 



program (but see n. 2-in the text; ab^ve) . Data dn e; J, and 
(see below) y for each program are /JQ^o 'usually availahJe, but 
in some cases only for a few selected years. Here, too^.We 
have had 'to make a variety ^f assumptions and "estimators when 
the r'equisite information was unavailable. For purposes Of 1 
present paper, suffice it to say that in this' case, as in 
most other empirical work, the results are subject to an )< • \ 

.unknown* and probably unknowable, 'degree* of measurement error. 
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; SOCIAL DEVEiqi^ffiNT AND EMPLOYMENT: AN 

EVALUATION OF 'THE OAKL^k) y6UTH;W0RK EXPERIENCE I»ROGRAM 

By: Delberf S.feliott and Bpian A. Knowles 



h: 



ABSTRACT 



This report on the jlvaluation of the Oakland Youth Work Experience 
'Program presents data an experimental study incorporating a pretext., 

and two fo^l low-up interylLews occurring six-month intervals after the 
pretest. - Eor most participants, these data represent the attitudes and 
pefceptipns of youth, aiper six months -and one1|i»r in the program but 
,pridr tp entry into reiinlar jobs or work carers. The results, there-, 
fore, ate limited to #is short-terra impact of the program and may re- 
veal' little about its.'lmpact following termination from, the program or 
during a subsequent wpjrk career. ^ ^ ^ 

• in general^ them* was iio empirical evidenpe of favorable' program 
impacit on participan||' (experimental^) during the first six-month ,^ 
evaluation period, . i{|. , there were no significant differences .favoring 
eoq)e'ri mentals on an»f .the twelve , impact measures a-t the first follow- 
up. There was limits^ evidence that participation for a full year had 
some beneficial eff#^s for experimental respondents; In particular. 
Power lessnes? was foijjind to decline between the first and second follow- 
ups -and Self-Esteem|^ppeered to increase between the pretest. and the 
second follow-up. M • V • *" ' 

. In general, cdji^rol respondents showed little^ange during the 
first &i>x-month evmLuatit)n period and, a|)peared to show some evidence • 
of vmfavorable chaVfeCfe by the time of the seco^nd followVup, particularly 
an'incj'^se in negMive Parent/Child Relationships:. 

A large propo|lion of controls reported some work experience during 
both evaluation pet|ods.. About 75% worked during the first evaluation 
period and' about .5 did s* .during the se<^nd period. Program partici- 
pants did especially well when comp'ared onTy with controls who did not-' 
work, primarily because .the' letter showed consistent negative change, • 
Controli: who <iid wdrk did at least as well as, experimental respondents. 
For both program participants and controls, favorable change on tiie im- 
pact .scales was systematically related to their perceived satisfaction^ 
with their jobs. ' ^ 

Tests of the theoretical model upoh which the evaluation was based 
revealed substantial support. Changes on the impact variables were pre- 
dictive of changes in Self-Reported Delinquency. 

Th'e results from the general' analysis were somewhat disappointing, 
from the perspective of the program. There was no evidence that part^- 
cipation^in the .)^WEP result|^ in positive change relative t^ no partici* 
pation. In the restricted comparisons involving only experimental with 
matched controls who did not work, the program (i.e., work) «appeare(;l to 
have some posi^iv^ effects, although this wafi primarily the result- of 
dec;. ining* levels on the^vairious measures for controls rather than g^ins 
for experimentals.- There was thus some support, for the positive impact 
of work per se at sugge^ted'in the theoretical model.. It-must also be 
anticipateB" that sbfne of the benefits of program participation may yet 



\ 



,be realized.. As 'of the time of the final *foIlow-ups , most of the youth 
had been unabl^'to nrake practical use of their training and experience. 

•INTRODUCTION * ' ' * ' 

^A^feview pf pj^blished research in the area of youth employment^ re- 
veals* numerous studies examining the effects of personality and ^^^ial 
characteristics of itrdividuals upon their work choices, career patterns 

jx>h satisfaction, absenteeism, morale, and so forth. Likewise, mucft 
• . ' 

^research has examine^ the effect of participation in Manpowe^ir programs 
on sub/sequent earnings (see Rawlins, 19'72 ,foi? a review). It is in- 
teresting to^ note, .however, that few studies have examined the impact : 
of employment upon the social development of youth. Shore (1972), i,n 
his review of studies evaluating this latt^r\relationship , cites only* 
five empirical studies and concludes that little is known about ,hovy 
particular work experiences impact upon the de^relopin^ntal process.. 
WJ?iil'e several ad4itional studied could be included in a current^ review 
(Hackler, 1966; Robins, .1969 and 197*4; Walther and .Magnus son, '-1969; 
Ahlstrom and Harighurst,, 1971; Jeffery and Jeffery, 1970), we still 
know relatively little about the impact of employment 'on the social 
development ' of youtho . • ' * 

\ ^ The few studies focusing upon the relationship between work and . 
sjpcial development have failed to. provid^ any compelljing evidence for 
t [e postulated positive effects of work on the attjj^udes, perceptions, 
g( als or valup»-^f youtho It is not th^case .that all studied have ^ 
ive findings (see,- for example, Gjiptner^ et jal., 1971; 




iJtiOTe, 1963; Walther and Magnusson, 1^69; Engel, et al., 
67; Kohen afid Parn^, 1971), btit rather-that the .theoretical and 
methodological adequacy of the rasearclf casts doubt ^upon the validity 
or generality of these findings whether positive or^negat:y^e with 
respect to the postulated impact of wotk* on social development « 
Methordologically, sample sizefs were often small, few Studies employed 



control^ groups, and none involved an experimental design with random 

assignment.^ Givfen these' lUmitat ions and tht^' inconsistency in findings, 

» ■/•■■. 
little can, be concluded regarding" the impacjt of work on youth develop- 

meift, ; ■ 

Of equal importance in' the. e^Taliiatiort of past research is the al 
most -t^tal absence "of. any explicit theore/tical rationale which ought 
to guide the design and implementation' c/f the work program ^land link 
speci'fiQ program compbnentS to evaluation outcomes or objectives. ,In- 
the absence of specific p^tul*ted outcomes >based upon ^ some theoretical 
model oj- perspective, it.\s difficult /to interpret the empirical find- 
ings of evaluation studies'.' 'In most /instances^ a vexy broad range of ' 
'•possible, " "hoped for" outcomes are/ identified or implied by program 
personnel with a forced post hoc rationale, or a general search., for 
"positive'' OLrtcomes of any kind .is /initiated. . * 

In'thd recent past" the ratic/nale or .justificat;ion for work pro- ^ 
grams has focused increasingly Upton a reduction in crime or' delinquency 
as the general program objective/ butythe theoretical connection bet-^ 
ween involvement In a work prog|^ain and delinquent behavior is seldom ; ^ 
expli^c^, or involves* vexy crude notipns such as t^e assertion that 



,The Robin's (1969, 1974) pudy iTs presented as involving an experi- 
■ mental design, with random/ assignment , but does not achieve this oh'-: 
jective.' Tho^ random assignment involved' youth on a waiting list 
who were eligible for participation in'-tme In-School NYC Prog«i;^' ^ 
(Experimental cJ-oup I). / These persons Wefre ran'domly as^gned\o' a 
Summer Only Progra^ (ExierimentaT Group'2). and. the, Gontrdi Group..' 
No matching prior ^to jassignmerit was ihvolv^ed, .and the Control Group 
constitutes an adequatd comparison group only for the Summer Only 
Experimentals. Yet,' the major comparison^ arid conclusions involve 
the In-Sc*hool ExperinTehtalSo It is ais^o the case that the Initial, 
, (pretreatment) measures for the In-School Group occurred sometime 
'after tbeir entry intb the program, not before. There was also 
serious lo^ of ca^es across time, with no documentation on the 
'possible* bias fhis loss might have ori the results presentefl. 
Nevertheless', this Study is. one of-the better studies available 
'on the impact cJf tJork on attitudes, perceptions, and behavior' 
' (including *pol ice contact?, for delinquent heh^^Yio^') • ^ 
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.work keeps youth occupied, reducing, tj^e jtime that is available for en-, 
gaging ift. delinquent Dehavior* Apart from the obvious possibility 
that/the work seating may" afford new opportunities for crime, studies 
utilizing this theoretical rationale seldom make any deliberate attempt 
in the structure . of the program to maximize tiime involvement / the 
critical injt erven in g variable in the connection between- work^ and 'delin- 
quency reduction; and given the very limited time^ involvemdi^t^typically 
required^ of participating youth,' there is ho re ^onable justification 
^for assuming that the program should be effective in reducing delinqta^jjt 
behavior. In most . instances, thfese 'intervening variables involve such 
things a(s attitudes toward ttte norms or. authority, goals or aspirations, 
re\d 



perqeiveld opportunities, and values, i.e., social development variables. 
Finally, evaluation studies utilizing reduction vAn.delmquenicy as 



th^ progrsyn objective *have unifontily failed to measure de'linquency dn ' 
a way which is consistent with their theoretical rationale (even 'though 
crude) . ^ With few exceptions, work experience is postulated, to impact 
upon' delinquent behavior, yet evaluation studies corfsistent ly utilize > 

police contacts/arrests as the measure of delinquency. A reduction of 

J , ^ 1 ' ' ^ «. .. 

police arrests may or may not reflect an ac^tual reduction in delinquent 

activity; likewise, an increase in arrests does not necessarily reflect 

an actual increase in delinquent behaviour. 

\ Given the theoretical and methodological difficulties 'noted above, 

the present state of knowledge regarding the imfpact of employment upon 

the social developme^ of yduth continues to be very limited^^ • The * » 

studV described here involved a deliberate attempt to deal with^these. 

deficiencies in both the structure and rationale for woi4 expe-^^ience 

programs and the methodological adequacy of the Valuation. . . 

THE .-OAKLAND YOUTH WORK EXPERI ENCE PROGI^^ 

The Oakland Youth Workf Experience Program (YWEP) was based -con- ' 

' " • J ■■ ■ ' 

X thj National. Of fide for Social Responsibility (NOSR) developed this . 
program as a models youth work experience program based on the OYD 
strategy for. youth development (Gemignani, 1971) wnder a contract 
witsh the U.S. Dep^tment*of Labor, Of fenjler Rehabilitation Division 
'(No! 99^4-.0009-013).- • ' - 



ceptu^i/.up'on a theoretical model developed by the Office of Youth 
i)evelo^ment . (QYD) , DHEW tind included^ selected elements of both the In- 
and Out-of-School Neighborhood Youth 'Corps. (NYC) .program and the Vaca-. 
tiOri^l-'^Exploration in the -Private Sector (VEfS) pragram. It was devel- ' 
opeci^as a mod^l program' for the U.S.- Department of tS^ox and the initial 
contract included funds for a comprehensive, long range evaluation of 
its effectiveness in realizing its stated youth development goals^ Only 
a.bri.ef description of the conceptual model and the actual program will 

'be presented here. * - / . ' ' 

V*The basic premise of the OYD strategy for youth development is that 
a satisfactory pattern of physical, social 'and psychological development 
■represents the most effe'cfll^e deterrent to 4eliriquent. behavior. An 
analysis of the developmental prbcess^s which r^su^t in normative, con- 
structive, 'prosocial behavior patterns fftr mos* youth suggested three . 

.major patterns: (1) Jaw-abiding youth are invqlved in meaningful, 
legitimate, .and satisfying social -roles and perceive that ^he^ have^ 
access to similaT roles qs adults; (2) th^se young people believe that 
their parents", friends, teachers and ' employees view them p^ositively and 

. they view themselves posit ivqly;^and (3) they ar^ accepted and inte- 
grated into their families and comnjuni ties,, and perceive a high degre^ 
of conttQl 'oVer hotli their present and future lives. The development' 
model, tiitis incorporates these three- elements as basic' to a satisfactory 
process of youth" development .and postulates that they insulate youth 

• from involvement in serious or repetitive patterns of dTsl.inquent 'be- 
havior. The youth developmmit model is presented schematically in - 
Figure l.< 



3*; — For a more detailed description of the theoretical modeJ , see 
Elliott, et al., 1976; Brennan- and Huizinga, 1976; CAR> 1971; 
. Polk and Kobrin,'1972; Qemignani, 1971, For a detailed description. 



of the Program, see NOSR> 1976. ♦ 
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Desirable Social Roles--A Stake in Conformity .. . 

One* of the rea*sons that m^ny xo^th do^not engage 4n deviant behavior 
is that they have" little to gain and mucIKto lose by doing so. Youth* 
•who.are foved and respected at home, successful at school, comfortable, 
among their friends and look forward to a woi\thwhile work career put all 
of these in jeopardy if they become involved in delinquent activities. _ 

' * f 

Participation -in meaningful social roles, therefore, servos to irtsulatef 
youth from involveme^ in delinquent behavior by providing them with a 
-stake in "conventional roles and behavior. What is notable about these 
positive social ro'les is. that they are^rovided by a handful of , insti,- 
tutions- -primarily the' family, school and work. In large measure, then., ^ 
we look to* these institutions l/o ensure- that ^^th are provided the 
opportunity "to achieve desj.rable social roles. ( * 

In prdctiq©k, most youth do experience meahi^igful 'involWement and ^a - 
favorable course of development withirt these institutional ^ttings. 
Yet-for* some' youth,' these same social contexts systematically limi't-or 
deny them. access to desirable roles: they are not .l^oved'and respected 
at home, 'are not successful at^^schoo.l and do not hold much hope for . , 
rewarding wo'rk careers. Consequently," they may feel that they have no 
stake" in conformity, aijd that; they place little or nothj,ng m jeopardy 
if they experiipent wi^th illegal forms of l\ehavior. . In fact, .-certain 
typ.es of criminal activity may offer the onlXliop they see for firrancial 
a»d material 'rewards, ^ , 




Negative Labeling C 

Once ah individual is tagged or defined ^s a "troublemaker,'' "a 
truant" or "a del inquent"' others \end to view 'him 'as such and to treat 
him according to this label. When parents, teachers ' and frien^ds* and em- 
ployers begin to pse such labels &s a basis- for the\r inljeracVfon" with a 
■persbn,- the individual is under great pressure to define hljnself /herself' 
ip a similar way and to behave in a manner which is coTTsTsyent with this 
definition And th»^social r61e it lifiplies.' At this point, the individual 
' has becomV>4<hat h^ has been labeled, thereby confirriling,^ the original 
definition. The fact that «ii.s was 'a self-fulfilling prophecy, and that 
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/those ^participating in tlTe labeling process contributed Xo the youth's 
becoming a troublemaker, truant or ?lelinqiifent, often goes unnotiped.- 

'bf particular concern are the negative labeling processes wh^ch 
'occur in the school, at work and in the juvenile justice system • ^ Be- 
cause the negative labels employed in tHese institutional settings are 
more visible and formal than those generated elsewhere , they tend to * 
have a greater"^ ef-£ect on an individual's life, BeiiQ^g defined' as a 
troublemaker at school, for example, Jjps an impact not only 'on the 
courses, one takes (vQcatjonal as og'posed to- college hound) but also on' 
participation in extracurricular activit^ies, assignment to particuTar 
te^cher^, ^i^l^ven- seatitig lopatioiis within the. classrooms-all of w^ich 
impinge upon an individual's future educational and occupational 
opportunities o - * . 

The application of the label "juvenile delinquent" to youth pro-- 
cess^ in the juvenile justicc^sys^em has similar negative effects. 
Often these youth find themselves cut off from contact with conventional 
law-abiding youth and thrust into association with youth, who are com- * 
mitted'to detinquent roles; their future** educational and*' occupational 

opportunities are •diminished by their having an orfficial record; and ♦ 

* ... 

friends, parents, teachers and .significant others in their lives begin 

. * ♦ *■ 

to view them as-being"different" and to respond ,to them selectively in 

terms of the delinquent l^abeU The labeling process becomes' complete . 

wfcien, as a consequence of this new definition arid the resultant expec- 

tations of others, the /puthj^comes to view himself as a delinquent 

persorio , . - . . 

The problem> with 5uch institutional labeling is that it is often 

discriminatory and inappropriate, dictated by stereotypic crttriJutes or 

system reqiiirements father, than by a, careful, evaluation of an individual 

abil4.|:ies, values and j^niJtoitment to particular kinds of behj^vior. The' 

danger of labeling, then, lies in tl^ very real possibility thatwhile 

the youth Jias not^ malce any coramitmwit to ^he specific behavior which t 

^ * 

generated the label,' the labeling process 'itself may se\ve to^ reinforce 
* ■* » 

thc^ vety |)ehavior which was viewed as being objectionalj^le. 

' , . . .. ■ ■ ■ ■ • 
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Alienation 

' ■ ■ * ■ .' ... ■ " ■•* 1 

•Limited atcess to meaningful, responsible and satistymg , social 

. * ■ • 

roles and negative labeling result primarily from c1ii Id -rearing ptactices 

at home and institutional processing procedures at school, work and in 

the juvenile justice systenf. * AU*iat ion represents a, type of individual 

response to such experiences within these institutional 'settings. 

Difficulties at home, failure at school and -little hope fot a rewarding 

work career result in many youth feeling, defeated and rejected. .They 

' feel that they have no stake in these institutions and, consequently, * 

•. ' ■ " 

that theiy have no reason to be committed to the appropriate rules , of 

conduct within these' settings. • In its broadest sense, alienation de- 

notes a destniction of one* s affective tie^.to the soc-ial order: a 

\ * ■ . ■ ^ ' • 

weakening of one^s feelings that he or she belongs and is a part of the . 

. family,5 the school or the community: that he or she is moral ly obligated 
obey the rules; or that there are any positive rewards for striving 
to da whatsis right. .In essence, -then, alienation is a rejection of. 
one ',s rejectors — a psychological disengagement^ from ijistitytions and 
the general social order which they, su{)portt ; 
;> Th'e sigTiificance of this 'type of response to negative labeling an4 
limited access to desirable social roles at home, ^school and work. is 
that it co>v<tdtutes a psychological^ form oft '^permission'^ to ignore or 
violate the rules^ If one feels that he^or she doesn^t belong, has? no 
.possibility of realizing any rewards from continued involvement and, 
^ ultimately, has no moral obligation to those* in: authority in these • 
institutions, then, he or she is, fre^'t'o engage in any forms of behavior 
which arQ personally gratifying. There is no investment and^ Jience, 
nothing to lose. ^ ^ • ^ * - * 

, \ The modeKdepicted in Figure 1 is^a dynamic model in wrtftch**feediback. 
" relations reinforce the basic processes. On the deViant side of, the 
model, negative labeling and limited opportunities' lead to alienation 
which in turn accentuates Vnd compounds the negative experiences*. Ulti- 
; mately, this leads to deviant roles and a dependence upon illegitimate 
opportunities or means for attaining social rewards. The objective of 
* youth d|fvelopment programs such as the Oakland Youth *Work Experience . 

j .■ • ^. . . ; ■ ' 
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Program is to intervene in and disrupt the process by increasing access 
to desirable social roles, by reducinjg negative labeling and , alienation, 
and ultimately by reinforcing conforming or prosociaj behavior patt^ms^ 

\ ■ ^ \ ■ ' 

. THE YWEP PROGRAM . ' . " • 

■ ■' ' ' ■ ■ . . ■ ' ■ "• ' 

f * " 

The goals x>f the proje.cjt are based upon the youth developijient stra*^- 
egy discus.i^ed^ above p The iiUended program' outcomes ajr^thu^: . (1) to 
increase youth* s access to Socially acceptable and meaningful ^roles both 
at school and inrelation to present and future work roles;- (2) to 
reduce negative labelingf\of youth ^t home, school and. work; (3) to reduce 

* . N 

I - ■ • 

feelings of alienation and rejection and, as a consequence, (4) to reduce 

• » , • . ■ ■ 

involvement in delinquent * behavior.. 

The target population for the Oakland YW^ involved delinquent and 

pre ~dl|h.*inquent youth aged/ s*ij^teen to eighteen* Delinquent yputh were 

those who had been adjudicated as such by official court action. Pre- 

delinquent youth were defined as those whose behlivior might' ultimately 

lead 'to court action if junchecked. In addition, it was- riecessary that 

* program participants meet poverty level '"guidelines ks*specified by the 
Office of Management and Budget. .-^ 

" Three methods were used t'o gbtain applicants for the program. First, 

* ^he county probation department was asked for referrals of delinquent 
youtho Second, a number cf*f community agencies such as schools, recrea.ti'en 
departments, churches, health facilities, and others were disked for re- 
ferrals of precj^inquent yoiith. And third, all of the available publil ■ ^ 

4. This i^pdel is derived conceptually from several longstanding theore- 
tical perspectives- on delinquency, particularly opportunity theory 
(Cloward and bhlin, 1960; Elliott and Voss, 1974), control\theory. 
(Hirsclii, 1969) and labeling theory (L^ert, 1951; Becker, 1963; 
Schur, 1971 aftd 1975). 



5; In fact, the proportion of adjudicated delinquents amottg participants 
V" and controls was* small (less than 10%) * 



• ■ . , . . .-^ • * I ■ 

media were used to attract youth (especially dropouts), nat knovm to 
existing agencies » Siijce there were^ inany ;no.re ajpli-cants than positions 
available,, a selection procedure (descrcibed in a^.later sectionj was ^ 
developed to detQrmipe which youth were to be admitted to tlj^e prbgram. . * 
. M the start 'of the program, special t earns yLere formed c^m^^Sfiti'ng 
of twenty-five youth partrcipants, a member of* the- proj ect staff "Ihd 
. assigneei \^olunteers. The intent 'of the teams was to develop greater 
intimacy foi^ the program to provide more special attention to the sped-/ 
fic n^eds of each participant and provide a positive spcial setting &nd 
group support for each part^ipanto The team .worked tog;ether during 
orientation to emphasize continuing self^-assessment and individual and 
team responsibility for decision makingo 

In addition to -providing work experience, the 'Oakland YWEP j^rogram 
also attempted to Ineet other .basic needs of its participaijts including 
thf provision for improvement of basic educational' skills ^and require- 
ments necessary in the world of work. Participants in the *Oak land pro- 
ject weieer Tgiv-en classroom training designed to fill gaps in their formal 
training, ' Following an assessment of each participants mathematics, 
English., and reading ability, an individualized educational plan was 
developed. The plans included participation in accredited programs 
offered by area high schools, adult education programs, publ^): schools, 

a street academy, and a. local community college. The purposes of educa- 
tional^lans were to give yodth th^^pport unity to participate iij a .curri 
culum .designed to be relevant to career possibilies ,. to increase^ their 
perception of ca^er opportunities, and to improve their chances of work 
success, while obtaining educational Credits toward their program parti- 
cipation. ^ ■ 

The work stations that were made availably to youth participants 
represented a .wide variety of Occupations offering career opportunities' 
^d skill development. In general, they were- intended to increas^ per- 
ception qf the realities. of the work world^and to provide meaningful, ^ 
satisfying^ W94*k experiences. More specifically, \)\e objectives of work 
experience were (1) to provide experience in occupations-' in short supply 
and which, if possible, relate to the occupational goals and capal^ilit ies 
/ bi the participants; (2) to proyid^a range of work experiences from 



'general exploratory work to beginning and intermediate . skill levels to 
advanced skills; (3) to provide Opportunities for maximum '.ski 11 acquisi- 

I 

tion commensurate with participant ability and taking account of time 
limitations; and (4) to provide an opportunity to experience new kinds 
of xel'ationship3. with others in a work role, aided l?y advice of coun- 
^selors, site supervisors, and participant teamsl 

The^inal ^hese of the program invol^ved intensive preparation re- 
lated. to a participant's placement goals. Youth were given assistance 
and training in the preparation of resumes, applications, an4iWtrance - 
tests. If the youth desired job placement, a wide range of full-time 
employment opportunities were explored and every effort was made to 
plac.e.the youth in a permaijent job^ Others were motivated toward careers 
requirinjg.. further. specific skill acqurs^ition, and contracts with the * 
appropriate ^institutions were established for the. youth. For those who 
dev'eloped ^n^ interest in completing formal educational goals, assistance 
was given in terms of * curriculum develop^pent and spurces of financial 
assistance. Finally, information and orientation were provided for 
those, who. became interested in, ^nti^stment in one of the military servrces 

In short, participating youth were prepared to compete more Effec- 
tively for work roles and providei^ some first hand expefience in posi- 
tive work rol^s through a comprehensive program involving need assess- f 

* 

ment, educatioha^l traifiirng, work experience, and^finally career place- ' 
mento In the process, youth completed approximately 675 hours of paid 
part;^i citation ^bour* equally 4ivided-"between classroom training and work^ 
experience. \ , , ' 

.PROGRAM EVALUATION . 

The evaluation was intended to provide an assessment of the effects 
of thQ Y'W^P experiencevvon participating youths As the Oaklan^^fogram 
had ,been organized around a broad strategy for the development of pro- 
gqciall 'behavior in disadvantaged deliWuent and predelinquent youth, 
the focu^j of the evaluation was derived\)rimarily from that conceptual * 
mofAei. Thus, the variables of the ^conceptual model described above and 
the relationships among them were examined in details 



Research. Design ... ^ ' \ ^ ^Sflj^'^ ' ^ ^ 

- ]j^e research -design einployefi or the Jl^^id YWBP, eya^H^tji'on is de- 



piiited in Figure 2. ft is .a classic exp^imentaj de^^ri^^ith ifiatched 

experiraentkl and control gfoup$ and botU'pre- and post-tests on the 

•dependent variables, the experinj6ntal^ treatme;i/it 'in the ..present research 

is .part i^cipAt ion in the work .experience prograj)/ / . 

As can be seem in Figures 2, 'One- post-iest was planned 'at , six months 

. after entry djid a^secoiid post-te^t was planned at twelve months after 

en^\ry^» -Following si:)^ months in -vthe* work, experience program, experimental. 

participants were selected for one of three alternate paths, Tha\: is, 

they wetre: - (1) continued iri. the{ worlc experience prdgrara for an addition- 
% ' * r ' ' / ' ■• ' ■ ■ ■' -. '^ . * ■ ' 

al' six months, (i>^a(fnutted to an Action Program inVblving/.pv%^lic sector. 

jobs, p^"-^) terminated fromHhe'^"i!(^ork program. ^ ■ * V- ^ 

In the* notation qf eampbell and Stanley (1966) ,thd design would ^ 

i appear as: 



'wker,e X is the work ^experience pi^gram described in detail above, A is 
the Action work program, and the, 0* are the Various administrations of 
the Impagt Questionnaire; t^ is May-June, 1975; t^^is December- Janflary, 
1976; and t-, is June-J^y/C 1976. . '' ' ' * 

• • ■ ■■' . / ■ •■• 

. ; • v. ■ j» v 

'^Participant ^election and Assignment ' ' . ' ^ 
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As de^scribed- earlier, applicants for the program were soliog^d from 
several ^tces including referrals from the prot)atTon departmeni^:^»om . 
fther public and private agencifes, and through advertisements in ti^^ass 
. media. If a youth met eligibility requirements (age, family i'nconife/and 
residence) he was aske'd .to complete an' application. Youth -submitting, an 
application were told that there would likely be many more applicants 
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.t>lwn- positions in the 'program. Tho^e accepted would,' therefore, be 
randomly selected bycomputer and X]\e chances of being selected were 
^about one in three, "About 600 applications were received. 

Each yout.h'was given application and parental permission forms, 
Wh^n thes^'^ere re^turned, the Impact Questionnaire (evifluatioia ip^^triJ- 
ment) wa^/Hdniinistered.. This\questionnaire includes* a number >»-f it^oais- i 
concerning' soQial and/ demographic badcground in addition t'o twelve. • 
social p^sychological scales, 

" The Impact Querstionnairfe was self-administered Tn d roow: with as 
many as ten youths at one time. Applicants were specifically assured 
that their responses '*to the evaluation instrument would in no way dffect 
their cliances of selection for the program*. ; Staff mt?mber$ were present' ' 
throughout to answer questiortSo^ . ' 

yslng a typafogical anal^Vsis procedure, youth were matched \n pairs. 
The members of each pair were highly similar on all twelve scale scores 
and were identical in. terms of age, sex, ethnicity, and referral source 
.(probation referxal vs. othei* source)o By this procedure, 202 matched 
ndirs were obtainedo Each' p^jir was then split randomly, one tnember being 

assigned to the experimental ^roup and one to the Control group. The / 

* < * ■ 

experipiental group was then admitted to the work program. 



Impact Scales 



I, ^ 
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Before proceding to the analysis, a brief description of each o 

7 o 

twelve impact scales is presented. . . . • 

1, Access to desirable social roles, llire'e. scafes were uSed to 
assess this component: * - , 

a. Perceived access to desirable educational roles is a fiye- 



•6,. When necessary, a staff member was present* who was fluent- in both 

English and the respondent's native language. In about twenty cases, 
the entire questionnaire was read to a respondent. 

7. The actual scale items and the documentation of psychometric proper-^ 
ties of each scale are available and may be obtained" by writing to ^ 
the author?. 
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item scale intended to measure perceived likelihood of/ achieving ' 
educatibna^l ^goal«.* *A respondent is first askei how far he would 
like to ^o-in school and then i^ 'asked the five' questions con- 
cerning the probability of attaining this or similar goals. The- 
higher a person's score on this scale^ the highfer^is his perceived 
^h'aT)f.e of obtaining ^t lie desired' educatiorjal goal. ^^^^^ 

b. Perceived acc ess to desirable occupationajl roles is a six- 

— c — — ^ — . , ' ' ^ ; 

item scale intended to measure perceived likelihood of achieving 
occupational goals.. Agai^, a respondent is fir$t aSked what kind 
of job he would like as alf^dult an4 thei\ is ask^ed the six questions 
delating to the probability that this or similar goals will be 

■ reache'd. A highgr^ score on this scale reflects a higher degree of 

.. perceived access to occupational ^als. 



tc. Parental/child roles is a five-item scale measuring a 
youth's belief that his parents ^e interested in him and would . 
help him if he needed it. .the scale represents « measure of 
access to desirable social roles for youth in the home. The 
, lower a respondent's score on this scale, the better is his 
perceived social role in his family. * 
2. Negative -labeling. Four scales were used to assess different 
dimensions of perceived negative labeling: 

a.-c. The content of these three perceived negative labeling 
^scales is identi^cal, but the reference point varies (parent , "flfeacher, 
and peers). In"each case, the scale is a six-Sem measure of per- 
ceived negative or antisocial categorization by . significant others. 
The scale consists of six semantic differential diinensions with a - 
seven'^^int continuum. The respondent is to i^idicate where on each 
dimension he feels, he is seen by his parents (or teachers or peers). 
^ A higher score on these scales implies a higher decree of perceived 
negative labeling. . 

d. Self-eKeeyis measured with a ten-item scale similar to 



Rosenberg^ (1965) scale. It assesses the extent to which a youth 
values, accepts, and respects himself. The^focus is on self- • 
'acceptance. A high^*score on this scale reflects a higher level 
of self-esteem. • - 



3. Alienaticm* .This component of the conceptAiaT model was '^a^^se^e^ 
with three scales, ea^h measuring a different dimdiftsion of alienation: 



^ a. Norrj^lessness is measured with^'a six-i^tem scale designed to 
a^seSS^he extent ^to* .which an ^individual believes |:h^t social ly 
unapproved behaviors are required^tQ achieve ^ven goals^ A higher' 
. scor^ indicates a*greater level of norm^lessness, 

b. ' Powerlessness ^ a t)^enty-one'-it^m' scaie, is ?i 'version 5f a, 
scale^developed by Nowicki and Stritkland- (1973)^^ This ^^te mea- 
sures a ^youth's sens^ of control' over events in his"'lTFe^ his 
feelings of pow^r over activities and circumstancQaS which affect ^ 
him» A higher score * implies *a higher degrdie' of powerlesstjess • 

. Societal estrangement is assessed -with a sixt.een-item . 
scale measuring the extent to which a yOuth feels e^ranged or* 
alienated* from the larger society^/'^^The present S'c^ile/ is* a modified 
versipn of a scale of anomi^ developed, by McClosky\, and Schaar (1963) 
The goal of the modifications was to make the 'scale more suitable 4^". 
' t(J you£ij\. A high score "reflects a high djegree of societal e strange - 
men t . . ' ^ " ^ ^ ^ ' \ - ^ ^ 

^. Normative pressure from, peers. This is'ari eight -^tem scale in- 
tended to measure ,the extent of press^ure towards conforming or deviant 
behavior felt by a youth from his friendship group ♦ It i^aflects the 
type of peer group environment, in which the individual participates and 
indirectly reflects his social role in the larger adolescent/peer ci^^ture 
A higher .score on this scale reflects a higher perceived' pressure from 
peers to be deviant. ^ . " ' 

5. Self-repor.t;ed delinquency^ ^One scale/" was used to measure \' 
participation in dejlinquent roles. This iS a 19-item . 5cale of self- 
reported delinquency; 'The scale is- an .adaptation of the Nye-Shbrt ^1957) 
-Delinquency Checklijst. The higher one's score on this scale, the higher 
the amouhtj^ *<5f deHTiquency reportedo ' ^ . . - 
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ANALYSIS— IMPACT ON YOUTH 
It., i^nitial Comparjlsons ' ^ - \' 

• -■ • '-^ , • • - . r • t ■ ' 

^ The primary analysis utili-zed im the ^evaluation of the Oakland Yl!l|EP 
involved simple t-tests comparing the experimental, and control grou£s^y^ 
Statistical - tests coipparing experimental and cofitroV scale scores *at * the 
first administration qf the Impact Questionnaire reveale^^o si^ificant- 
differences. This was to be expected since these groujps were matched at. 
thar'time; -nevertheless, the" te^ts verified. the initial assignment pro- * 
cess«. Since there were no differeriees at time 1,' experimental -control * 
comparison^ at /subsequent times wer^ made directly on the raw scores • 
That is-, it wasN^.necess.ary to compute gain scores or relji^ ,on analysis 
of covariance. 

2c ^ First Follow-up Comparisons 

Six mofiths afit^r, the initial administration, the first follow-up^. 
Impact Quefetfonnaire wasi administered. The timing of this post measure 
coincided with cthe compilation of the particip^ants * initial six months 
work experience prqgr^ and the* administratipn of the interview s-ch^fiule ' 
was included as- part o*f a, general exit : interview ^oi* all experimental s* ♦ 
For controls, personal interviews, were ' arranged, i-fi which controls were , 

t ' • 

asked to, come -to the pfoj-.^ct office and complete* the questionnaire^ 
They were offered a $2.50 payment, as an iftcentive to complete' this follo^ 
up schedule* For experimental ybilth, the quest ionnaire ^as identical to 
that administered ^at the begimiirig. For the control group, a number of 
items were adde(^ for the first foliow-iip. These additional items related 
to possible work experiences occutring since the yquth applied to the 
ppoject/so^ as to allow for the control of this potentially' contaminating 
influence on experimental-control "^comparisons. Overall , 189 of the 202 
experiraentals (94%) completed the first follow*-up interview schedule com- 
pai»ed to 152 of the^02 controls (75%). . " 

The ^fi rst "analysis 'undertaken involved a test for selective loss of 
either exp'erimental or control participants/ Statistical tests comparing 
the initial scores of the thirteen Experimental cases who were lost .at 



time* 2 with the* corresponding scoipp ^of the 189 respondents wUo were - 
retained revealed no significant oMfdi^nces (t -tests). On only one 
scale JAccess to .Educational Rol6s JJidid • the difference even^approach 
conventiQnal levels^ of sigjaificance. < 

• * , ■ r ■ , ■ 

The. analysis* compax^lhg th^ initdal scores of ]:he StNtontrol ca§es 
who were lost at^ time 2 with -the cojprespondin^scoises of the '152 cases ; * 
that were retained .revealed sevei^l significant differences. ^ Rpspon-/ • 
dents who were lost^at time 2 were lower on both Access to Education - 
Roles and Access to Occi^pational* Roles and higher on Negative Labeling 
by Peers . ' 

. Ov^rall\ there were" relatively ^ew differences found here indicating 
selective mortal^yp Nevertheless, th*e thi^ dVfferences found among ^ 
the control respondents all' tended to favor those who w^re' retained at 
time 2. That is., those^ who i^re retained had more desir^le scores at 
time U The possibility of a slightly biased control sample must he^ 
accepted. For't-tests comparing experimentals and controls, the effect 
of this bias' is in^the direction- of making -the- tests more conservative*. 

The next set of analyses. was ir>ft»ded t^ test for chang.es from time 
1 to -time 2 in either the e^^rijiienf^ or control groups . For experi- 
mental, cases who were interviewed, a^"both times, fpur significant , , 
differ^^bes we^re obtained over this six ijjonth pre-post periocl. On^Norm^ 
iessness. Access to Occupational Roles, Negative L^bel.ing by Peers and • 
' Self-Reported Delinquency,, scjores increased froni^fcme 1 to time 2. Only 
one of these, the increase in Access to OccupationaV 'Roles, can be re- 
garded as a favorable change. For* the control cases -were interviewed 
at both times, only one ^scale (Negative Labeling, by Peers) showed signi- 
ficant change Can increase) from time 1 to time 2. In general , /both 
^oups evidenced some negative' change on perceiveH label iii^/bv/peers 
across time. -\Vhile the experimental group reported, an increase in per-. 

ceived access to oQcupatio'nal ^goals,* they^lso reported more' normlessness 

' ■ ^ ■ . • 

and delini^uency* . " 

Next, the scores of exj^erimental and control repondents w.ere compared 

* at time- 2* 'For thi*s analysis, only matched pairs at time 2 \^ere included* 
There were '144 pairs. The results of .this comparison -are presented in 
Table 1. Only two signi£;:Cant differences were found, both fatvoring the 
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TABLE 1 



COMPARISON OF'TDfti -2 SCALE MEANS ^ ^ . 
FOR EXPERIMENTAL AND CONTROL CASES^ MATCHED AT TIME 



Soale 



Societal 
'Estrangement 



Po^^erlessness 



Normlessn^s^ 



Ggoup 



142 •Expejriihental 

Control 

143 Experimental 
' Control 

143 'Experimental 
Control 



- ' Direction. of ^ 
2 Change from 1 



t- 



12.24 
12^11. 

3b. 60 

28.59 <^ 
27.98 



+ 

r 



^2 



Accesfs to 1^3 Expejrimental 

Educational Roles >■ Control^ 



^Access bo 
Opcupational Roles 

Negative Labeling/ 
•Parents 



143 Experimental 
Control 

•130 Experimental 
Control 



11.95 
12.02 




16.98 
16.95 



"Negative Labeling/ 


130 


Experimental 


17.42 • 


+ 


Peers 




Cont;rol ' 


•i7.sr5 


+ 


Negative I^^^S^ing/ 


126 


Experimental 


16.6^ 


+ 


Teachers • 




Control • 


16.32| - 


+ 


•# • p. 
Self-Reported'^ 


, 143 


Experimental 


'"23^ 




Delinqjiienqy 




Control 


.-22*45 




Self-Estee» 




Experimental 


31.57 




» 




Conttbl 


31.68 


+ 


Normative Pressure 


142 


Exoerimental 


13.68 








CoAtrol 


13.44 




•Parentar/Child 


140 


Experimental 


8.28 


• + 


Roles • 




Control 


7.64 
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coritroi group, f.xperiiuental t^sppndent§ scor^ higher on both Socie^:al . 
• Estrangement and Paren]tal/chil\ rol-e. ^^n both; cases, the change from ^ 

t to was in^opt^osile 'directions .for experimentals and controls,' 

with' experimenfals reporting pegartive gains ove'r time while controls 
/ .reported positive gairt^o * This exglgdns -why significant, differences 

were foundi between experimental s dnd controls at these va:^iables ^ 

-while neithefT group alone .evidenced significant changes across time on I 

• ■ M ■ ■ ■ ■ ■ - - ' - — J • 

these variablQ.$. " y ■ * ^ ^ 

/ V In general, the results desfl^-ibed above are^ disappointing. There 
wejre only two srgnificant changes for eithfer (apnlrol or experimental ^ ' 

-cases, and the majority of nonsignificant changes that occurred also 
favored the, control grbupr In order -to •investigate the-*pi\)gram^* impact 
more closely, several further analyses were performed: 

One potential source of change resulting from work' experience Was 

. the' youth^s . aspiration levels. ^To test this,' all of the foregoing 
analyses were repeated using the re sponcj^ents*-; reported levels^ of 
Occupational and Educati6nal Aspiration. Th^re was no significant 

' difference between experimental and control cases at time 2 on eTither 
d-sp/Lration s^ore. ^ , ■ ' 

* ' Further analysis of the control data revealed that many of the 'con- 
trol cases, while not participating in thelYWEP, did . obtain -jobs on their 
own in the period* between interviews. With respect to the evaluation of 
the.JWEP progr^, thef fact that controls werev-^lso forking poses no 



X Cases lost at tfime 2 were compared with cases retained at tim^ 2 

with respect tp these ^tvo variables. . For .neither experimental cases 
.nor control c^ses was theVe any difference between cases los^^or 
retained. Further, the experimental cases showed no change on 
either Educational or Occupational Aspiration from time 1 to time 2, 
However, the control cases*, revealed a significant increase (tj=^;18, 

df==lb8, p<.005) in Educational Aspiration from time 1 to time/2, 
TfTere. waT no change in Occupational Aspiration for the control cases. 
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. * special problem, siace t+ie intended comparison is between youth in the 
' program and youth not having -t)enefit c^f the program and it is assumed 
^ *that many" youth would haviD obtained work in the absence of the YWEP* 

s^xtent that the study was also concerned with measuring the im-- 
pact of work, per se, th^ f^ct that 75 J^ercent of the control -cases 

found woi^ on. their own Contaminat^es , the general lanalys^s* . The theoye- 

' ' ' . " ■ * 

tical model suggest"^ that to tH| -extent work involves participation in a 

^ »^ . * ^ 

desirable sociaT roTe, rt should h^ve some ^direct effect upoi^ perceived 
negative labeling and feelings of alienatidn^ . To evaluate this postu- 
lated impact^ of work, fi^rther .analyses were performed pn the ''purie" 



cases',^ those 



matched experimental and control cases in which the con- 
trol case did not york ^at all in the interval', There'were thirty-rfive 

♦ ^ * "* . • 

^' such pairs wiJ:Ti complete data. ' ' . ^, , •fir* 

;r ' . ' - . ■ ■ 

^ The experimental ca^^^s and control cases were ex^ined separately 
for changes from time,l to time 2. /The experimental ca'ses showed no 
significant changes from .time 1 to time. 2 wHile the contrpl cases^indi- 
catdcUchange on two scales over this period. JThere was a significant . 
decrease on both Norm^^sness (t=2.38, df=34, £<.05) and Access to 
Occupational Roles (t^=2.67, te34, £<.05). . , 
Th^' experimental and control cases were also compared on their 

« ^scojres; at time 2. Here> three signific^t differences were found. The 
experimental cartes scored significantly higher at time 2 on Access to 
Occupational Roles (t=2.28^ df= 54^ £<.05), Educational Aspiration 
(t^=2,90, df=20/£<.01) and Occupational^ Aspiration (t^=2,59, df=20, 
£<.05). The difference on Access to Qecupational Roles ^resulted from 
a modest but nonsignificant (£<.10.) increase for the experimental cases 
Qombined with a significant decrease^ for the control cases (see above) . 
The differences on Educational and Occupational Aspiration were both 

. the result o*^ nonsignificant differences favoring the experimental group 
at time 1 combined with a nonsignificant' increase by the experimental 
group and a nonsignificant decrease. by the coptrdl group. These results 
suggest that there was some favorable impact associated with work which -was 
masl^ed by the general comparison between experiment als and controls. 
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^For controls and experiment als wqrking, th^re ^ontiilued to be nc^signi-^ 
ficant differences, i.fe.^#tjiere were no' observed program \effects» /j \ 

■ ; ■ '■. ' V -"- , ' . ■ \ 

3 Second Epllow-tip Comparijons ' . . " . ' • * ^ 

. •• - > • . . • - r ' . V ^ * > ^ . 

4 ^The second *fpHoHrup 'i|6estionnaire was administered approximately 
"one year after the ini :i^l. administration, or about six months after 



the first follow-up. 



ihis administration coincided with the completion 



of the' Extension program or the Action program* for those participants 
and was included as part of' the. exit procedure. Controls ^anU experi-^ 

V ■ ■ ■ . 

mental* respondents who were terminated after one six-monthA cycle of * 

YWEP were Contacted in their homes and elsewhere and we-re paid $.2n50 

■ * 

to. complete the*, questionnaire. Although a few new scales were added, 
•all of the basic impact . scales were^ repeated from the earlier adminis- 
trations. In^all, l52 (90%) of the 202 original experimental participants*' 

completed th^ second follow-up interviefw as did 173 *(86%) of the 202 

9 - ^ ■ ■ ■ ■ 

^control participants. . . ^ * 

The first analysis undertaken involved comparisons from t2 ^3 • 

for- the thre^ experimental groups to determine if there was a differen- 

tial impact associated with these three options, i.e.;, an extension of 

the basic YWEP for a second six months, work with Action for a second six. 



As with the first follow-up, a t?^st was made for selective loss of 
participant^ from either the experimental or the control grbup^ 
That is, t-tests were competed comparing the initial scale Sc^es 

^ (t,) of the 20 experimental •respondents who were lost at the second . 
follow-up (t^) with the init^||||i ^scores of the ► 182 respondents who 
were retainea at t^. No differences were found at the .05 level of 
significance. Similarly, the initial scorers of the. 29 coiiirol res^ 
pondents who were lost at the second fol.low-up were compared with 

. the corresponding §cores of the 173 respondents, who were interviewed^ 
at that time^ Again^ho significant* differences were found. From, 
these ^ta, it was concluded that" selective mortality was not likely 
a* problem ^in this* research. In ^ fact , the. retention of 88% of thie 
total population after a full year is considered quite satisfactory. 



months, or exit'fiforo the wofk program after the first six months. While 
•some statistical^ differences' were observeH at t^/.tne. analysis revealed 
that jthey were the, result of^-election' factors/ i,e* , the differences 
exi^ted^t t2 and t^^ and could not be attributed to di'ffereryces in^'the ' 
typ^ o^f work option assigned** Of equal importance the} failure to find 
differences between the twel^^^month wofk options^anB the Six. montlv . 
y^tian suggests that a more extprtsive involvement with a work program • 
produced no ' significanJt gains. ^ ■ '. ^ ■ 

Thevnext analysis compared thS tine 3 scalie scores of all experi- 
.jnental cases, and their matched controls. /Again the co]fn{)arisons were 'made 
'fo\c Extension, Action,- knd Terniihafed e?Cperimental cases. The result $ ' 

* > ■ ■ 

dre summarized, in Table. 2, . These results are striking .primarily f6r.^the . 
fact'S:hat nOt a single comparison yielded a statistically -significant ^ 

difference* That is, for none of the three, groups' was there any differ-. 

f ■ ^ ' ^ ^ * 

^nce between the mean scal'e stores of the experimental cases and their 
• - ' ' ' 

matched. control cases after tweiv^jnonths. It is worth noting that for 

the Action group, the experimentai cases scored' more favorably than the 

control cases on twelve , of the fourteen measures although the differences 

were consistent ly. smali. While the through tjme ^analysis i^i''%2'^3^ 

experimentals and controls in each of these .treatment . groups* did show 

some change, it was flight' and resulted in no overall differences between 

experimentals and controls at t^ which were significant. 

As was the case in examining changes from time 1 to time 2, the 
\ ^ ■ ♦ 

above sets of analyses^ are generally disappointing; yielding few signi- 
. ' \ » 

/ficant results. Again it was found that many of the control cases had 
fourtd work on their own duritig.this period, and Special analyses were 
und^rtakerr to isolate, the effect of work. 

F'or the fiYst^set pf analyses, ''pure cases*' were again selected. 
These were matched pairs of ^resportdents i-n which the experimental res- 
pondent participated either In the Extension -or Action program, from^ 
time 2 to time 3 and the control respondent did not worko There were 
thirty-eight such pail's. For these pairs at .time 2 there were no 
significant differences on any scales and thie differeijces that existed 
were uniformly small. The analysis of change from time 2 to 3 for these 
cases', revealed* that .experimentals* (Gxtensi Oil and Action) showed signifi-' 



J 

TABLE 2 



COHPARISON OF t\mE 



3 SCALE SCORE MEANS' FOR EXPERIMENTAI 
PAIRS IN EACH EXPERIMENTAL OPTION 



CONTROL 



/ 



Scale 



Normlessness 



Societal 
Estrangement 

Power lessness 



Access to 
EducatlonaT Roles 

Acce%^ to * 
Occupational Roles 

Negative Labeling/ 
Parents ^ 

atlve Labeling/ 
rs 



Group 

^ Experimental 
Control » 

Experimental . 
Control 

' ' Experimental 
i Control 

Experimental 
/ " - Control 

TExperimjffital* . 
Contrpl 

, Experimental 
/ Control . 

Experiment^ . 
Control 



lljigatlve Labeling/ 
ieachers 

Self-Repprted^ 
Delinquency ^ 

Self- Esteem 

'^Notmative 
Pressure 

Parental/Child 
Roles 

Educational , 
Aspitation ^ . 

Occupational.^ 
Aspiration ' 




Experiment 
Control 



* Experimental 
Cpn^rol V 

Experimental . 
* Ccintrol . 

Experimen^;al . 
. Contrpl 

Exper4.mental 
Control 

Experimental^ 
Control 

^Experimental 
Control <^ ^ 



Terminated 
'N-70 



12.09 
12,81 

"36. A3 
37.53 

28,81 
28vA7 

* 11,73 
11,55 

13.A7 
12.97 

17,01 
16,65 

17, A6 
,17,37 

^ 15,21 . 
16. Z> 

2A.20 
2A,00* . 

,31. lA 
30.28 

13.'89 
. . 14,22 

8,5<^ 
;9..16 

' ' 2:11 
2,32 

3,65 
2:76. 



-1.60 
rl,12 



.65 



.73 



1,A3 



,30 



,07 



-^0 



.17 



1.2A 



.81 



-1.39 



-1,03 



.1,77 



Action Option .. 
.N-30. 



ito..^3 

. 11.97 

35.51/ 
36. A3 

' 26.51 
27,20 

12.06 
12.33 

1.3-51 
*13.20 

13.82 
15,82 

15.31 
15, A2 

13,37 
13,93 



-1,6A 



7.99 
8.1A 

2.09 
'2.23 

2.59 
3,06 



ERLC 



3 i 3 / 



.63r 



.65 



.6A 



,A9 



-1.17 



- ,06 



,33 



21^.M ^ -1-38 

23.30 

' 33.07 - ^ .35 
*33,3A 

^ 13,85 , - .08 
13.90' 



.22 



.53 



- .91 



' Extended Opticn. 
' N«53 
.X t 



17.^A 
12.32 

36.85 
35;85 V 

27,25 
27.67 

11^62 
11. 6A 

13,30 
13. ,0b 

15.88 
'17-.U 

17. A3 
'18. A9 • . 

1A.68. . 
116.57 / 

25.^3 
. 23.99 

32.55 
31.29 ^ 

• 1A.12 ♦ 
13.81 

7,69 
8.A6j 

2 , 30- 
2.35 

2.88 
3.15 

♦ 



. .46 
.76 

- .54 

- ,08 
, .61 

•- A 

- ,71 
-1.09 

1.07 
1.3« 

-1.57 

- ^56 

V 

\ 



cant changes on both Power Lessness (a decrease) and Access Jto Educational 

Roles . (also a decraase) . Cont^l cases who did not work from time 2 to- 

time 3 yielded a rlfmber of ^ignificant^ changes across that time span. 

Ih all there were s^ven significant differences, all unfavor^le. r That 

is, Ppwerlessness, Negative Labeling by Peers and Teachers, Normative 
* * ■ ^ * 

Pressure, and Parental/child roles all increased and Acces,s;to Educational 
and Occupational Roles bojth decreased. , In addition, the Remaining seven 
differences, wttile nbt^ignificant, were all in an undesirable direction. 

The simple comparison of time 3. scores resulted-in two significant 
differences (on Negative Labelling by Peers and. by Teachers), both of 
which favored, the experimental group as did. all of the rj^maining' non-* 
significant ilifferences. 

One other, set of analyses was u^ed to examine the importance of , 

working versus not working for the controls. For these analyses, all 

control cases who worked between time 2 and time 3 wer4 compared with 

all cont:^ cases who did not work, regardless of their associated 

experimental group. At time 2, only a single- significant difference was 

found, (on Normative Pressure, which was higher among those 'who subse- 

quently did not work). The remaii\^g scales showed no consistent pattern 

in favoring one group or the othey. Atjjtime 3, every difference favored 

tJie controls who worked, and six differences w'fere statistically sigjiifj.-^ 

canto The measures yielding significant differences were Societal Es--^ 

trangement, Powdrlessrre'ss, Access to Educational Roles, Negative Labeling 
'*» 

by Teachers, Normative Pressure, and Parental/child roles. * 

One final analysis v*as undertaken to complete the above picture. 
That is, control respondents who did work between time 2 and time ^ w6re 
again compared with their matched experimental cases (Extension or Actiort 



groups); At time 3, no significant differences existed between these 
group/, . ' ' ^ 



4. Job Satisfaction and Impact 



. As part of the time 3 questionnaire, youth 'in both control and ex- 
^erim^ntar groups- were asked to rate their'^atf's fact ion with the. job(s) 
thciyhad^lsiBtween. time 2 and time's. Satisfaction "was considered' in terms 



f thdJstark itself frfAscinating, hDrihg^ creative, challenging, etc'.), 
the supervision (imilol it e,^ annoying, tact f ul^,-^c . ) > the pay (adequate, 
insecure, less than deserved, etc.) , promotions (opportunity, frequency, 
etc.)«''and 'coWbi>kers (stimulating,- intelligent, lazy, etc.).. Scores were 
obtained on each of these five satisfaction dimensions and a tot&l of all 
five was also"" computed. These six scores were then correlated with thM 
raw gain ft-om time 2 to time 3 for each of the fourteen impact measurers. 
Correlations wire 'obtained •se^)aratel7 for control respondents and for . 
exp.eriinei)tal respondent^, ^ ' „ . 

Most of the correlations were «quite low) but a number^did attain- 
sf^tistical significance. Furthenhoye, virtually all of the significant 
correl'ations were in'$ (direction wKlch reflects the' fact that a -desirable 
change on the impact dimensions was related to greater job ^satisfaction. 
Among ^the controls, for example, change on Normlessness co^crelated -.35 
with Satisfaction with the wox«k*tself. ,i'hat 'is, the gre'iat^T thS satis- 
'factipn with intrinjlg_aSpects of one»s job, the greater the relative 
decline. in Normlessness from time 2 to time 3„ , . ■ 

* ■ for controls, satisfaction with the work itself was the satisfaction 
dimensian most of;ten related to change on |:he' impact sicales, consistently 
being associated with favorable chang^on tho§e scales. The satisfaction 
dimension least often related fo change oil the impact scales was satis- 
faction witb^ promotions. This Ts reasonable since it would .be much ^ss 
salient in the six month period of interest than any of the other d/men' 
sions., all of which wouM be manifest virtually every 

Several departures from the general pattern should also be ifoted. 
First, increased Satisfaction witW' pay was associated w^th a relative 
increase 'in Normlessness (r = .18). Similarly-, Satisfaction with pro- 
motions associated with increased Negative labeling by Peers (r = 
.23). And third,' Satisfaction with pay was associated with 'a relative 
decrease in Educational • Aspiration. This latter i^esult may reflect the 
fact that- satisfaction with. pay' could mitigate "'feelings of the need for 

. furt;h.er education. . • *. • 

' <" The correlations experimental resp'ofidents indicate somewhat- 
weaker relatjoq^ships *ith. job satisfactiort, perhaps because the work^ 
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experience' programs 'invo J ved a variety of activities only a part of 
^hich was the job itself. For experimental^, however, all significant 
correlations were consistent with the general . statement tha^ satis- 
^faction with a job was related to favorable change on the ^^pa.ct scales^ 



5. Test (jf the Theoretical Moddl . 

■ • ■ 

Regardless' of the impact of the YW^P on the youth development 

variables, it was desirable to determine whether the conceptual model * 

was vaflid. That is, was change on Self^-Reported Delinquency related 

to change in the other variables? To test thisj a .stepwise multiple 

regression analysis was' performed with raw gain scores on Self-Reported 

... * 
Delinquency as the depeftdent variable and the initial scores and raw 

gain scores on the other scales as predictors. Groups (experimental 

or control) and initial aitd raw gain scores on aspiration levelj wer6 

' 10 ' - . 

also included as predictors. .' These analyses are summarized in 

Table 3. , * ' ^ \ - 

While the proportion of variance explained is not as high as re-- 

'ported in previous research with this model (Brennan and Huizinga, 
* . * ' • . 

1975), there is substantial confirmation in these data. It appears 

"... ^ 
that predictions for malesare slightly better than prediction foi* 




females, although, oveaf the twelve months pre-post lag, the levelv^ 
prediction is more^^imilar. ' ' 

The introduction of the experimental -control vatiable in the step- 
wise analyses, produced no significant increase in "^total explained va'ti- 
^ ance, indicating Ithat this variable made no unique independent contri- , 
bution to the preldiction of changes in delinquent behavior. TJiis simply 
confirms the previous analysis. It is important to note, however^ that 
gains in' occupational aspirations and access to ocfcupational roj^es were 

. both predict ivevpf a decrease in delinquent behavior, and both of these 

* 'I * . 

variables were associated with, work experience in the pure case , analysis. 



Toi This analysis was performed with both i*avsugjLin scores and resijdual > 
' gain scores with only slightly differenfresults. Only the raw*^* 
. ^ain analysis is reported here. ' ^ ' 
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TABLE 3. 



MULTIPLE CORRELATIONS PREDICTING GAINS IN SELF-l^EPORTED. DELINQUENCY 

WITH THEORETICAL VARIABLES 



Experimental 
Males 
Females 



PERIOD 



6 Month Follow-up 

- .r2 



.30 
.24 



\1 Month Follow-up 

r^ :, 



.31 
.19 



Controls 

V 

-Males. 



Females 



.48 
.09 



.46 
.35 



t 
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•At the^global |#^el, comparing all experimentals and •coi^trols , the 
results of the foJl^^:iip analyses revealed no favorable outcomes with 
respect to the youth development variables which could be associated 
with participation in the Oakland Yputh Work Expedience Program. The 
two statistically si||ifi(;ant 'differences observed in the first follow- 
up, while substantively small, nevertheless favored controls rather than 
participants. At t^e second follow--up, there were no significant 
differences. Ln g^eral, experimental respoYndents did not; change 'relative 

to. the cdnfrrol respondents oVer the twelve month study period, 

, if ^ 

Special analyses \^ith a restric^ted focus upon the impact of work 

involved thirty-five (time 1-2) and thirty-eight (time.^ 2-3) '*pairs of 

q^erimentais "and controls, where controls had no work e:?cperience in*the 

particular six month pre-post test period. While the small N's render 

our findings somewhat tentative> the first follow-up analysis of these 

I'pure"' cases ^id produce the hypothesized favorable outcomes for experi- 

mentals (i.e., those in work roles) in three areas^-increased educational 

and occupational aspirations and a perceived increase in opportunities for 

achieving occupational goals. It is precisely in' these- ar(Sas that we 

would have' predicted the work experience should have had its most immed- 

late effect--on^pirations and |)erceived opportunities^ for jobs. 

The second follow-up analyses ^Iso found significi^nt differences 

favoring experimentals (less negative labeling by parents and teachers) 

and every other differen^p/ although nonsignificant, favored the experi-. • 

mental group. This occurred, it was found, -not because the experimental 

cases improved ^from tim* 2 to time ''3 (in general, they did not) but be^ 

cause ;the control cases who had not worked had shown unfavorable change 

on every scale, statistically significant ch^ge on seven of them. ' 

Furthermore,^ when control respondents who had worked were co'hipared with 

^ ■ ■ . 

those who Had , riot ^worked, every difference favbred those who worked. 

with six differences being statistically significant. Again this was not 

because the controls >who worked had improved. Rather, they had simply 

hiaintained pj'evious levels while the |2ontrols who did not work reported" 

»' ^ increasingly negative changes across time. A final pure case analysis 
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comparing experimental s and contVol pairs who were both working, indicated 
no signijf*«a^t differences on any of the youth development variables for 

either follow-up. . * ' ^ 

Taken together; the special work analyses support the view that 
workWerience per se does have-some positive impact, particular Ij' upon 
job aspirations, perceived future work opportunities,' and upon a youth's 
perception of hciw teachers and parents respond to him. It should be noted, 
however, that thV relative gains associated with work were not dramatic, 
and that in absolute terms those with work experience did not generally 
reporCgains. but maintained initial levels pn youth development variables. 
It also appears to make little difference whether the work experience is/ ^ 
obtained through a work experience program with its special attention to • 
skill' development and\|ob^ counseling or thrqugh work secWd by more 
conventional processes available to ^11 youth. And finally, the more 
satisfying the work experience, the greater the impact upon youth 
development variables. Interestingly, the degree of satisfaction with 
work was, unrelated to whether it was obtained in conhection with YWEP or 

through one's own efforts. 

The- test of the theoretical model, was generally supportive and ' 
suggests t^iat programs which are effective in increasing perceived access, 
to constructive, meaningful social *coles ,, and generating more.positivp 
labels for youth, will impact upon delinquent behavior. Work, whether 
secured through normal>)process or through special work experience pro- 
grams, appears to constitute such a role for youth. I 

The above findings appear to question the value/of the counseling, 
tutoring and skill development incorporated into most Work experience 
programs. -We are'Tiesitant to draw this conclusion. EVon twelve months 
after entry into the YWEP few participants had made any serious attempt 
to enter the labor force in a full-time capacity.. We are concerned that 
the length qf the follow-up is too short reasonably to expect the full;, 
impact of t'he work experience program to be manifest. This argument . 
appears particularly relevant for the skill development/educational 
component of the-program,' for YWEP youth simply have had no opportunity 
to utilize these skills in an effort to secure, maintain or improve their 
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bcQiipational statuses pr develop their work careers. We thus agre^ • 
with Robin's (1974) assessment that a valid confirmation of wrfrk pr.ograra 
effectiveness requires a long range follow-up' of actual oiqupational 
performance in. the "real wor.ld and in the honest rto^goodness "4 abor 
market," to determine if the program resultTed in lower unempldymerit 
rates, more efficient work patterns, higher mprale and work 5atisfaction, 
more advancements and upward bccupational rtjobility as well as improvement 
on the youth development varia1)le8 suggested here. Such an analysis - 

^ is clearly beyond the scope of the short range evaluation studies done 

11 " ' V " 

to date, . , 

■ • ■ ■ , ■ ^ 



• 11. . Shore and Masyimo (1969) report on a five year l?ollow-up, but the" 
- ■ , sample size is so small (N=10) that no generalization can be made. 

^ r ■ ^ 
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,a)* allows one to unambiguously assert cause an^ effect; 

b) allows one to measure the ne^ffect of a social program 
without, statistical, bias; anfljf' ' . ^ 

c) is less expensive- pQr marginal unit o/ information, that is, 
a given level of statistical precision, can be achieved at a 

, lower cost . " ' - 
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All thr^e -of these benefits are crucial for society as it attempts to - 
solve its, social problems, but this paper focuses, oiily 'on the second of 
the three betiefits. . . " * * 

• THE- NATURE OF THE PROBI^M " \ ^ . 

The plight o1(| youth in the market, place has been severe for ' 
approximately a decade. Research interest has characterized the 
discussion as one of "transition from school to work/' Various 
prpgrams have been devised or rediscovered as means to aid unemployed 
youth, such as the Job Corps, The Neighborhood Youth' 'Corps , Career 
Education, and the programs contained S>ri,^tjie Youth Employment and 
Demonstration Act of 1977, . However ^ while there. has been a "consider- 
able 'amount of data generated through research on the "youth program," 

♦ 

an equal amount of information has not been concomitantly cheated. . - 

We know very little about^he absolute or relative efficacy of most * 

* . . * 

of the programs designed to aid yo\xt\\ having problems in school or 

• the -labor market"! And, in fact, through the use of longitudinal . data, 
it is just recently that the process of transition from school to 
work has been adequa:tely described, much^ lessNm^ This state 
of ignorance is all the more disti*essing when one .recogni2;es* that tens 
of millions of dollars have ^been spent to dispel this ignorance. 
Essentially, we know a great deal about the characteristics of, youth 
who are sjuffering these disabilities but little about behayiOral J 
processes or how programs to aid youths are likely to work. V 

''Programs to aid ^outh have been predicated upon reasonable but / 
essentially untested hypotheses about Idnks among the characteristics 
and behavior o^f youth, training processes ancj lajijor mark6t processes^ 
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CONTROL" GROUP ^ELECTION 
By: Ernst W / Stromsdorfer and Tefi-wei Hu^ 



• * ;^ • ABSTRACT ' 

This pWr discusses several .as^Q^^ of preferred research 
design; It\asserts that the. classicalrkndomized experimental ■ . 
design offer\ the 'best chance of estimating the unbiased effects > 
of a social Aogramj such as youth training or employment programs. 
Coincidental ll, compared to the costs of non-randomized program, 
evaluations al a. given level of "statistical significance, the 
randomized experimental design is less expensive per marginal, unit 
of information gained by non-random methods. Thus, this review 
papet makes a genei^al pica for more extensive use of the classical . 
randomized, experimenta/design and provides some observations on- 
the_relative validity* of several criticisms, concerning the feasi- v 
bility\usefulness, and the ethics of random, assignment in a social 

experimiit or social program. " • ' . . 

In Ahte case of non-random assignments this paper provides a _ ^ 
straight-forward discussion of a method to overcome the problem^of 
selection bias by means X regression '-techniques. It illustrates 
solutions to problem? of Aon-random sampling schemes ih terms ot 
the problems of errors ih model specification and erroxs ^fvariables. 
However, 'due to the Uck of data and lack of knowledge on -model ^ 
specification, evaluation results obtained from non-random, selection 
data usually repiain inconclusive. Since randomization avoids this 
problem, a strong caie for randomised experimental design remains. 

« ' 

INTRODUCTION " ' 

This paper reviews'the. current state-of-the-art with respect to 
•thl use of randomized assignment in the evaluation of social programs 
• such all the Job Corps>«*-»ilar emg^loyment and training programs. As 
such, i\ is not byiginal. We assert at the outset tha*^the classical- 
randomized experimental deiign offers the best xhance of. discovering, 
for instance, why the youth unemployment problem is as it is andjvhat 
to do about it.. Compared to other techniques of analyzing «oelfI ,* 
problems and devising sociai programs to deaf with them, the classical 
randomized experimental design: . , 



The Neighborhcrod Youth Corps, for instance,' never had a clearly 

k articulated policy statement as to how it was expected to return 

youth to school or improve their employment, prospects. ,The basic 

idea undferlying Career Education is one of a/structural relationship 

between education in its broadest sense and work in a -broad sense 

which continues throughout most of one's productive ' life. But the 

relationship has never been rigorously spelled out. In short, our 

understanding of the "youtK' problem" is in relative disarray and 

beset- by more ignorance, ambiguity and uncertainty than is conscion- 
* 

able given the time and resources expended on the problem to date. 
* Part, but not all, of the reason for this can be traced to the use 
of faulty research design and analysis. An additional sh^re can be 
traced to a failure to carefully artici^late how pi^ograms designed to 

■ - ■ 

deal with the problems were designed to work. These two phenomena 
. plearly interact. . 

THE ^^LASS I CAL "random EXPERIMENTAL DESIGN - . 

The ''yeuth problem" has two components. First, there is the 
pi'oblem 'of analyzing, why "youth, and especially black youth, have had 
such high and persistent*. unemployment in *the present "and i^cent past. 
Second,' th'^e is the problem of devising a set of programs to. correct 

' the problem. < * . - 

Suppo^se a youth employment ot training program is to be evaluated 
by comparing the experiences of an experimental group of youths who 
were part .O'f the. program to the experiences of a control groiJ^ of youths 
wh(^* were not. The classical advice of statisticians would he to assign 
Subjects at the outset to the experimental and control groups at^ random^, 
such that any given subject has the same probability of experimental 
group assignment as any other subject.. Such randomization assures 
that differences between experimental and control group experiences, . ^ 
beyondv those, differences attributable purely to chance, are legiti- 
mately attributable to the program. In th^ absence of such randomizat- 
ion, analysts may end up with experimental and control group experiences 

' ^Jtich systematically differ *for reasons other than the program. Given 
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the appropriate data, there are statistical techniques for adjusting 

away such nuisance differences. But, in practice, given imperfect 

information, thereto is virtually never concensus among the experts. 

that any given adjustments arre adequate. Without adequate adjustment , 

• ■ ■ (I / ' 

.estimates .6f program effectiveness puffer to an unknown degree from 

Selection, bias. This, Selection bias problem has thoroughly bedeviled 

past program evaluations. Indee'd, it has been the main probleili 6f past 

evaluations. Since randomization avoids the problem, there is a strong 

case for randomization. The case' has been made- before, but- it deserves 

repeating. ^ * . - 

RESPONSE TO CRITICISMS OF CLASSICAL RANDOM DESIGN ^ . / ' 

.' ■ , ■ « ' 

o 

Resistance to use of the classical randomized assignment to a 
progT^am treatment •■ha^rem^ained curiously persistant and severe.^ It ; 
i? instructive to li^t th^ arguments tendered against the use of 
random assignment .and to ^evaluate the relevance of theirs criticism. 
.Following Boruch, .these criticisms can be classed according to the 
following: 

i> 

I. Feasibility and Usefulness 
». 

Unfler this general heading classical randomized experiments are 
asserted to be: 



(1 virtual^ly im] 
. or impossible 

(2.) relatively 1119 



issible to implement in real world "settings 
to perform for some 'programs; 

re expensive and time consuming than 'Other 



^equally effective, unbiased methods of analysis; 



, These arguments and their discussion are largely drawn from Robert 
F, Boruch, "On Comnjon Contentions about Randomized Field Experi-' 
ments,/' in GeneV. Glass, editor. Evaluation Studies, Review 
Annual , 1*976. Thr.oughout this discussion/ we mean ''experimental 
design" to amply the test of a program by means of random assign- 

: ment of program pdrticipants to an experimental and a control group 
for a given social program. This random assignment may also involve 
or require random assignment to different mixes of treatments within 
a program experiment. Those social programs which do not involve ^ 
' random assignjgient we choose tj label as demonstration projects, 
quasi-experiments or natural exper^lnents. 



(30 unnecessary since* other quasi-experimejital designs or 
^statistical procedures ta estimate effects , are just as 
, effective; ^ , 

.(40 * too narrow in scope artd inh9rent4y neglectful pf important , 
; process or instittitional ^factors and target 'groups,, and 

therefore unable to yield results which can be generalized. 

. (10 Inability to realistically impletment . As Boruch points out 
there has been a wide variety of social experiments. Experiments 
generally must remain relatively simple in order to be manageable 
Conceptually and facilitate clear interpretation. Experiments 
can nevertheless be made to reflect a policy maker^s definition of 
reality, even though this implies, greater complexity. However, 
complex treatment 6n a dive"^ set of target groups cause a multi- 
plicative increase in the sample size.' This increases the absolute 
cost of a study considerably. The sample size requirements, alone ' ^ 
often cause one to argue that the necessary test is not possible. 

' Obviously, when the pt>licy maker is confronted with these costs, 
he is then forced to make choi^ces among the policy questions he seeks 
answers to, Vhe program treatments he would like to test and the target 
populations heVwould like to test 4:hem on. This* is a painful process 
since our experience has shown that the practical policy maker, other', 
things, equal, would rather' not have to make Such choices, at least not • 
explicitly. Likewise, the policy maker often does not understand the 
interrelationships between sample "^dze, expected treatment impacts and 
the statistical pre'^isi'on of the*desired estimates he seeks. '"Tlvus, he " 
is bound to become disenthanted with 'th£ research process, regardless 
df whether it is a classical^ .experimental design. He turns naturally, 
then', to- such methbds as the tase study design which promises a rich- ^ 
ness of detail for which he Ms a greater taste and familiarity. But, 
what he often fails to recognize,. o¥ even assert^ not to be the case, 
is that he haS opted for much less reliable information on a grSater 
.number of facets of his problem rather than more reliable information - 
on smaller set of more critical* facets. , . ' / _ 

2. .The'later part of this paper will discuss {in4^iUjlate this assertion 
.in^ detail. ^ \ / • 
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We find this situatibn frustrating since there are, certain sl;rate~ 
gic problems concerning y6uth un^p.loyment which are, readily addressed 
by*an experimental design. Fir^, as indical^d above ^ We wojuld like to 
know the 'process "arid causes* 'of youth unemployment. How. might certain^ 
social programs affect youth labor market experience, for instance?.' 
Economic .theory supplies hypotheses'* concerning tl)e effect of minimum 
wages and income transfers on unemployment which can be readily tested 
in an experimental framework. An experimental design to. test the^dis- 
emproyment effect of minimum wages V^^*^ in'^institutionar or research 
impossibility excqf)t for" the fact that i^ire Comprehensive Employment and 

T|!aining Act e'^sejatially outlaws such, an effort. Differential subsidies 

■ ' ' ■ ' ' ^ ■ . ' ' ■ M 

connected. with unemplo>^ent insurance i%yments (UI) could be used to 

■ > ■ * * • 

test the degree to which UI leads to greater job search, higher result- 
i^ig^ wages and other reallocations 'of one* 5 time among work, leisure, job 
search and home production. .Bjut changps in existing law' would be needed 
to perform such a study. ♦ - ".. 

(2.) ' Relative ^ Cost . If legal constraints were cleared away, the 
cost of discovering the effect of different policies on youth unemploy- 
m^ent would be relatively small.. IThe policy options to test are relative- 
^ly few: 1) wage subsidies .(to interact* with the minimum wage), 2) re- 
training ^or education in its various forms^ and, 3) public service empl4j^ 
ment (PSE) . . Likewise, the target groups of greatest int^il^t are well 
'identified and. rej^atively: few: the two sexes, several ethnic groups, 
ai\d two^ to three different; age groups within the youth category. This 
impli^es, say, 36 separate treatment,^ sex,, ethnic and age gr(Aip3** IfV on 
the^'^yerage, between S 00 and 1,00.0 observations p^r cell are neecjed t< 
make acceptably, pijecise statements as to ytreatn\ent effects^ we are dis- 
cussing 4 sample size in. the neighborhood of 18,000 to 36,000 o'bservat-- 
10ns . ■ . / 

..^^ ^ ^ , ) : 

3- To its credft, pdffty markers. in the Department of Labor's Employment 
and Training Administration attempted to get legal permission to 

" ' II; qq/iduct experiments within the CETA program, the Unemployment In- 
surance and^ Employment Service programs in ythe fall of 197(jr. However 
*^the effort "was abondoned in the face of brbad-based reaistance in 
the Department as a whole along with the unwillingness to use up 
pcTlitipal capital on the struggle reqtj^ecj/ to >ress the issue.^ 



/ 
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It would be possible to design an' experiment that would have no 
more than three or ^ur interviews requi'red per sample unit. Thu*s^ at 
about $J50 per interview, such a study might co^st as much as $21,600,000 
for data alone. Analysis cciats-nvould add two million or so to tlie cost. 
Thus, with a parsimonious design, that restricted itself in a disciplined ^ 
♦.way^to major target groups and treatments one would likely ,be able to .. 
ascertain, after three to four years elap$ed time, ^ whether training, PSE 
or wage subsidy was more efficacious in reducing youth unemployment. 
. ..Many subtle nuance^ could not be handled in such an analysis, but since . 
we do hot know feven the broad ansVers to the abovQ^ questions, the loss of 
information on nuances hardly seems critical, at this juncture. / / 
What would be the net social value of such an effort? As Boruch * 
points out, there have been few formal analyses of the costs and benefits 
to society of doing no evaluation coijipared to performing equivocal evalZa- 
. * < ''fllp^s or rigorous tests of social programs.* In fact, in the employment 
\ an4 t raining area- there ^ave bet^n no such estimates ! Such an analysis 
would be useful for it would help clarify the difference between 1) cost 
per unit q|f information acquired versus 2) the expected cost of inf orat- 
ion ta acquire a given increment of social benefit or improvement in^ 
sociaTpolicy. For the, first condition, it'is always the case that it 
.will be less expensive to acquire a given datum at a specified level of ^ 
* Statistical s-ignififcance by using a classical random design than by some 

other more impressionistic methods This is so ^because a . random assignment ^ 
assjires that there is no intercorrelation betwq^n program treatment and 
other indepenjdent variables of interest. Thu's, fewer observation^ are 
needed 1;o achieve a given level of statistical precision. This implies 
V a lower cost (Pitcher? 1978), . + 

An assessment of the second case above depends part on the weight 
■ . ■ 

given to information in the political decision-making process and the 

reasons why information of a given kind is used.. Some nplicy makers 
■ ■ - ^ ' ^ » ■ . 1 " . ■ . • 

clearly only go through the motions of Appealing to rational infoYmati^ 

in making a, given decision. For them, objecti-ve information has. a 

\ ^weight of zero in the actual decision-making procesSi In 5uch a case, the 

, ' Inethod used to acquire the information does not really jnatter. In other 

' situations, if one wants to esjt.ablish the general direction of an effect, 



■ ! , • 330 ■ I : ■ • 

■ . ' . / , 

then non-experimental data is usable. A/case in point was the. simple " 
two-way cross-classification which showed to Congress that program ,en- 
rollees in t^ Public Employment Program (PEP) had higlj^er average 
economic qiial if i cations' than the labor force'as a . whole. Congress- did , 
not know the ultimate extent of substitution of higher for lower emplo/- 
able persons under PEP. It did not need to in order to revise the CETA 
law in the fall of 1975, to attempt to stop the pijactice of state and loca 
governments of hiring othet ^han.the disadvantaged into Bnblic Service 
Employmejit Jobs. The -point "Is that one <:ould have used a classical 
experimental design to attempt to measure the exact degree of this\^|fu- 
pational substitution undef different constraints* but such infArmatTwiT 
simply was not needed for the immediate purpose. All, that was requiJred 
was simple evidence on the very existence the phenomenon. The* cost 
benefit -ratio in this case was very high. However, when more precise 
behavioral knowledge is needed, an experimental design with random 
assignmetnt is the only techniqiie which will provide unambiguous infor- 
mation rather than factoids, A case in point is the Attempt to measure 
the impact of an income maintenance program on work incentives through 
various data set$ such ^s the Current Populatjoa Survey or the Survey of 
Economic Opportunity A dozen or more quality studies by highly skilled 
economists were Conducted but with very divergent results (Cain and - 
Watts 1373, Chapter 9) • . It has only been the several' negative income 
tax experiments which. havfe shown any consistency in their estimates 
(Watts and Ree$,;i977). In the former case, among the.studieS, measures 
of income and sul^stitution elasticites not only differed in magnitude 
but in sign, whi^e, except for problems caused by small samples, the ' 
negative income tax experiments rep6rt generally consistent estimates, 
across studies fcjij given target groups. Use of the former data i^next 



* to^ worthless for ipolicy purposes since there is no objective criterion 
for choosing amorjg the contending results. Nor does the accumulated 
evidence describe] a" narrow enough range o)^ effects. Thws, while*peda- 
gogically the various labor supply studies were of considerable value, 
their value in aiding specific welfare ^reform policy was next to useless 
for they gave no guidance on the possible cost of lost output in setting 
a given level of [income guarantee or tax rate on earnings, 'While it is 
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possible that such studies, through improved data and statistical tech- 
niques, could have reduced the range in the estimates of decreased work • 
effort, the NIT experiments actually achieved the result mpre quickly 
' for a fewjpillxons of dollars of economic costs (as distinct from the 
transfer payment costs used to conduct the..xjq)eriments) . 

(3.) ^ Quasi -Experimental Designs and Statistical Adjustments . A 
major theme of this paper is that it should be possible to model 
structurally the behavior 'which .leads to self-selection into a program. 
This will then remove a major source of b\as in 'non-experimental studies. 
Though, even then, we should point out, in the absenc^ of a classical 
experimental design, ^we cannot loglc^ally assert cause aritl effect between 
treatment and outcome, but only a correlation. 

In the act of operating a program, however, systematic selection 
biases abound. There is selection bias on the part of program operators. 
The n tf^ere is self-selection bias on the part of the individual 
program participant. If both these processes could be modeled, then 
such bias could be eliminated. To model these processes One must gain 
access to them when a 'program ^begins . As a practical matter, this has 
proven difficult to do. These arguments are carried further in the 
Regression Model Section below. 

(4.) N arroumess of Scope and Lack of Institutional Relevance . 
Except in the case where it is statutorily prohibited, it should be 
possible to model the most salient components of a prograih experiment a J ly 
and randomly assign individuals and a control group to it. Indeed, some 
(existing prcxgrams such as the unemployment insurance or the minimum wage 
program, inasmuch as. tliey offer almost universal coverage, may be 

5 possible to test using a non-experimental design because it^is not^ 
s^ble to establish a comparable group who has not been affected by 
e program treatment. I^owever, it is possible to use random assignment 

to test various behavioral effects "of, say, the UI program, by randomly 
# 

varying the amount of unemployment insurance benefits among eligible 
recipients. There is, ^of course, no zero treatment group. Everyone 
receives some leyel of benefit. However, one can discover the differ-- 
ential effects' of UI payments over the range of payment amounts that are 
politically ""acceptable*. The case of the impact of the minimum wage on 
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youth displacement is si!nilar. Given a specific legislated minimum 
wage, vouchers which amoi^nt to differing wage subsidies could .be 
randomly awarded to all unemployed youth, including vouchers of zero 
value. Such a scheme, if the traditional vested interests did not find 

. it too threatening, would measure the existence and extent of disem- 
ployment effects of tlje federal or any state minimum wage. As noted 
above, however, studies of wage subsidies- per se are currently illegal 
..und6r CETA. \ . / 

With respect to training programs we should note that a body oT 

^ experimental evidence could have largely avoided the curious phenome- 
non whereby training was considered. a panacea for employment problems 
for a decade before opinion in Washington, D.C. largely reversed 
. itself about 1974 and asserted that such programs'did not work. Of ^ 
cour^, ^such reversals of opinion- are exactly that, reversals o¥ opinion. 
The existing body of non-experimental evidence can be interpreted either 
for or against training.. The fact is that the conceptual links between 
training and its addition to human capital on the one hand and the 
increase in human capital and its effect on earnings anfd employment on^ 
the other simply are^ noV well understood. A non-^experimental mod^l of 
analysis, however, puts morj3 demand on one ^5 understanding of this con- ^ 

^eptual linkage than an experimental design does ^since ^f^ere'is a greater 
need for more precise specification of the causarl modeT at hand to over- 
come potential biases in the estimated results. 

Of course, as Boruch and otjfei*s haveVnoted, this modelling process 
^hould not be^ left to the analyst alone, jRather, the program operator 
-or policy maker must participate in this ^specification. ^ This state- 
,ment hold^ for the (k^yelopment of policy questions ^sked, for^'the hxpo- 
theses to be tested amd therefore for the model to test them with, the 
target g;roups and treatments under consideration. 

thus, wjien properly cor^ucted, the charge that an experiment is 
too narrow in scope and can/t be generalized/ or does noj'deal with the 

/. correct target groups or treatments or yields irri^levant results is 

• * 

4, As a practical matter, thisfnoo; is very difficult to achieve, 
given the incentives jto which ^folicy makers and program managers 
respond. » . ' 
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simply' incorrect. 'Persons are most often incorrectly generalizing from 

observed beha'vior wherein program operators policy makers and program 
analysts fail tcXdnteract properly; ' • • 



.THB ETHICS OF CLASSICAL RANDOM EXPERIMEPn'S . > 

In the analysis of the effects ofv omployment An^ training programs, 
mind and body are seldom placed in jeopardy, at least not directly. 
Also, a given treatment will not always yield net benefits nOr does the, 
denial of^i treatment necessarily imply a net loss. Either the experi- 
mental or the control group may gain or lo^e, depending on the outcome 
of the experiment. Therefore, to^ the^^.exent that economic quantities 
are the major matters of "^concern, . provisions can be made beforehancUi o ' 
compensate the losers in an experimental test of a program treatment.. 
Another alternative would be to provide the treatment, should it prov'fe, 
beneficial, to the control group at a later date. However, some 
economic' <:ompensat ion is still required si^pe the control group will 
have a shorter period over which to gain -the benefits from the prograrn. 

Finally, we should point out that it may be equally unethical to 
create social -program's whose objectives cannot be realized due to 
inappropriate design. This amounts-, after all, to ^ubjecting people to 
social "experiments" indirectly and the dashed hopes or unfulfilled 
expectations are no less of a cost to those who experience them for all 
that the prpgrams were put forth with honorably and huntane intentions. 
In either case, people have been manipulated by the system and have 
incurred costs. This is a commcm charge niade to ^he "War. on Poverty*" 

Thus, in general, the argument that classical experimental designs 



are uilethical in education and lab.or mstrket analysis is * incorrect . In 
ith proper safeguards^ the^^^l^ats and gainers siJ^e known, the 
loss and gain can be known; If^tcF society^s resources are 



a study with 
extent of 

sufficient to ccJmpensate the losers if it chooses to do so, 
PROBLEMS OF SELECTION BIAS IN T|1E REGRESSION MOOfeL 



i . A" randomized experiment is free of selection bias. ThuS, compari- 
sons between experimental and control group $^ can reveal the true effect; 
of a social program. However almost all past program evaluations such 
as those of Headstart or the seyoj^al forms of * the Neighborhood Yottth 



Corps have not been based on randomized data. (However, see Robin, 1969, 

. ^'or a study of the Neighborhood Youth Corps which uses a random assign-^ 

iment- design) . Though analysis of .non-randomized data can be valuable 

when carried out properly (Barnow, 1972; Goldberger 1972a, J972b) , the" 

results are s'eldom conclusive due to the doubts about whethe5r selection 

' bias has truly been netted out. The inconclusive Headstart evaluation 

provides a good example (Campbell and Erl^ebacher 1970) in which the 

control group appeared more able than the experimental group because the 

usual procedures of selection, and analysis produced systematic biases in 

^;he direction of underesUmatiing the effects of the experimental program. 

In a statistical framework, . these biases can be considered - errors in 
specification and errors in variables* (Barnow 1972; Goldberger 1972a, 

t 1972b; Cain 1975; and Heckman 1976), either of which may bias regression 
coefficients. In the case of errors in specification^ as long as the 
omitted variables are ' introduced into the equation, the model will be 
properly specified -and the expected value of the error term will be zero, 
i.e., the regression coefficient which measures program effect will be 
unbiased,'* In the case of errors in variables, as long as the regressor 
and the error terms are. not correlated, the regression will be unbiased. 
In^fadt, errors in specification and errors in variables may be inter- 
dependent in the case of npn-random sample selection, as will be shown 
in this, section. 

Errors In Specification ' . 

lining a youth training program such as Job Corps as an example, the 
sources of selection bias and suggestions for obtaining unbiased esti- 
mates are presented in the f^,ameWorJ<: of regression anafysis. Regression 
is not the only statistical technique for program !evalu?Ltion, but it is 

an especially convenient tool. In mathematical .d^mvatioo, regression 
^ ' • ♦ * ^ '. ♦ • y ' . 

analysis is equivalent to analysis of v covariarfbe tColdberger 1964). 

A simple linear model for evaluati^ig the' feet -of a social program 
i% to let • / ' 

(1) Y,. ^(i^y^ \ ;■ 
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where Y is j)ost program achievement, is a dummy variable^^Cor the social 
program (defined as 1 if .a youth received program services ana^d^fined as 
0 if a youth did not receive program services) . The error term captures 
the error* in measuring Y and other omitted variables. If the sampl4\ 
selection of experimental and control groups, is randomized, then Z^and k 
are not correlated. Therefore, the estimated value 'of a, is the unb'aised 
estimate of the effect of training in Y, • / \ 

If the control group or the experimental group i^'s -not randomly 
selected, but is selected based on a set of sociodem0graphic factors such 
as *a set of true ability measurements, then the Z ygiriable and error term 
e in Equation (1) will be correlated. In this case a more accurate model 
of specification, for the social program evaluation must include th^ 
variables. For the sake of simplicity, only the txxxe ability varia 
will be included in the model: 

- (2) Y = + ctjZ + a^X* +W 

where X* is the true ability of a youth and V is a new error t^^4n«^ equal 
to ( ^ - a^X*) . Assiome^tKat once X* is introduced into, thej ec 
there is no correlation between Z and V, 

A biased estimate of the program effect co^ld result if the true 
ability variable is omitted from the estimation 




of Equation (1) when 



control groups or experimental group^ are not r^nd^mly selected. The 
source of bias is the possible correlation between the training variable 
Z and error term e. That is, e contains the ability variable X*,. which 
may correlate- with training (Z), such that 

^ ' (3) X* = yZ + e * ^ , ' ... 



where y measures the degree of as§ociati)3n be^tween training and ability, 
and e is the error term. ^ 

Substituting (3) into (2), yields 

I 

(4) " Y = a^- + ttjZ + a^i yZ + e) +V 

Let 'a « 01 + a^Y The difference between a and a in Ecjuation (1) is 

11-4 ^ k . 

4ue to a Yv. The relation between treatment and true ability may be 
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analyzed as follows: ' ^' 

. i) ,IfY= 0, (that is, when program treatment is assighed 
. randomly with respect to true ability), then 

(5) a^- = (a^ ^2 ' «r 

Therefore, no bias.exists. The results of a^ in Equation (4) will be 
the same as in Ecfuation (1). This is the case of a randomized 
experiment in which regression tec|ini<iue provides an unbiased estimate 
of the program effects. ' , ■ 

ii) l£y< 0, that- is, when t:he treatment is assigned to youths 
of iQVfer .ability than those in the control group, then 

iii") If Y> 0» that is, when program treatment is assigned to 
youths of higher ability than those in the control '^oup, then 

• (7) aj = (ajj+ -sjrar^^. 

In this case, regression analysis can lead to a bias in favor of 
program treatment effects, reflecting a type of 'creaming' or sel-f- 
selection process such as may oqcur ^ ymrious employment and ttaining 

c. 4 » 

programs. >^ ' 

The results of the previous three cases imply that there are two 
Approaches to obtaining unbiased estimates of the effect of youth 
employment and training programs. The first approach is random assign-" 
ment of experimental and control *groups before the program begins to 
ensure zero correlation between thfes^reatment variable Z and the error 
term e in Equation (1). The second approach, in the case of nonrandom 
assignment, is tp formulate a fully. specified regression model, includ- 
ing the true abil|t}^ variable and* other sociodemographic variables on 
which selection into the program was based to ensure zero correlation 
between Z and V in Equation (2),^ To know what kinds of variables are 
omitted in Equation, (1) requires familiarity y^ith pn^ogram selection 
procedures'. Once the relevant omitted variables are included in the 
^regression model, then errors of speq,ification can be avo/ded and one • 

source of correlation ^between the training variable and the error term 

. • • ■ ' • » .\ ' 
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can be eliminated. However, the problem in practice is that the variable 
(p!r variables on which, selection takes place (the ability variable X* in 
our simple example) are either not^known or are known but have not been 
measured. The analyst is then forced into procedures, analogous to 
regressing Y and Z as if Equation (l^^were the true model when Equation 
(2) is in factv^he true model. The result is a biased estimate of the . 
pro^am^s effect. Therefore, under nonrandom selection it is vijrti^ally 
never possible to argue persuasively that an estimated program effect, 
rhas truly accounted for all variables on which the nonrandom sel^tion 
was based.. The only remai*ning fooJLproof option is randomization". That 
is, randomization negates' the bias caused by omitted variables. 

Errors in Variables 

When random selection is not possible, three pther bases for 
selection may be used, One^is based on true ability, X*; the second 
is based on achievement , X; and the* third i^ unknown selection. 

Suppose that true ability X* is normally distributed, with an 
expected mean of zero and variance p \ * • ^ 



^(8) X*^N(0, a^)^ 



iningNachie 



Furthermore, assume that pretraining achievement X and post-training 
achievement Y are erroneous measurements of ttue ability, such that 

(9) X = X*.+ U ^ 

(10) Y = X* + V ' 

Where U and V are normally distributed with zero mean and commcm 

^ * 2 ' ' ■ • ' ■ ■ • 

variance, N(0, a Let Z be a dummy variable for trairtin^ as defined 

before. And, let t) b^ independent of V, X*^ , and Z, such that 

(11) p(u> 2m£^(">^*^ " p^y^^^ " ^"'^1 ^ " " ^ 

when selection is M^^^d^ true at)ility and XVis unavailable for the' 
''eval\iation--6nly a pretraining acheivement mea^are \s available. There- 
fore the regressio^i model becomes * . 

* . . • . < 

(12) Y = a^j N- ajz + a^X.* V* • - . 
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where V = V - aji. The use of a pretraining achievement measure X for 

■ i " . .. ■ 

X* is subject to the problem of errors in variables. In regression 

" ' ' . " . .i ■ 

analysis, error? in variables cause biased estimates, Such that / 

and (x^ ^ ^2 (as shown in Barnow (1972)). M 

When selection is based on pretraining achievement ^ then.Z is deter- 
mined by X. Thus Z depends on both X* /and U, but remains^' independent of 

' . . ■ ' ■ ■ ■ 

V. Pretraining achievemient reflects only . a part of true ability in so-^^ 

called incidental selection (Lo^rd and Novick 1968J, since the control 
group does not come entirely frofi the" high ability segment of the 
population-; the control group al^^'-^iH^udes low-ability individuals who 
happened to achieve unusually, well on a measure of labor market skill. 
When selection is explicitly based on pretraining achievement fftoi on 

true ability) and pretraining achievement is used as a regressor in the 

» 

regression model. 



(13) Y = 6q 



+ 6, Z + B^X -Lii. 



where X is not correlated with V, then ev6n^ though the control group is - 
mol*e able, there i*s no bias in the estimate of the effects, of training. 
Campbell (1969) refers to this type, of evaluation as a "regression 
discontinuity design" 9«d recommends its use when nonrandom selections 
are inade^ Goldberger (1972a) has shown this advantage by means of mathe- 
matical (Jerivatioji.^^ ' . . 

When the selectiofi process is not fully known' , there are two^ways 
to eliminate corre'lation between Z and V in order to obtain unbiased 
estinjates of the effect of training. One way is t^o rely on labor market 
behavior and- economic theory to proVide releyant control variables which 
may correlate with the training variable as well as. the post training 
achievement variable, 4s Suggested by Cain (1975)/ This approach ..jnay 
*redu^e the size of the error term and eliminate correlation between Z and 
V. The other approach is to consider the triiining variable Z itself Ss 
an endogenous variable which correlates with V. Therefore, Z can be 
estimated as a function of a* 'set of relevant selection factors which 

.A ■ . 

are not correigted with V. Opce Z, the estimated probability of partici- 
pation in the program, is obtained and used as a regressor, the regression 
estimates of the training, effect should be consistent (Heckman 1977). 



This is art, instrumental variable approach. It is known that -although • 
this approach provides c'onsistent estimates, the empirical results of 
this approach are difficult to interpret. 

In-suiranary, the most desirable approach to evaluation of a social 
program is the randomized experiment. When random assignment is not 
possible, proper specification of .the evaluation model is necessary in 
orde?* to ascertain the unbiased effects of a pr6gram. However, to repeat 
due to the lack of data and lack of knowledge of the selection process, 

' evaluation results obtained from nonrandom sample selection data .are 
inconclusive. TTni^fefore, it is important to encourage evaluators and 
econometricians to pay more attention to the problem of sample s^ection 
bias, so that the" results of program eva\iation 'tan be useful anjjr meaning 
ful to policy makers. . 

SUMMARY . • . ' . 

This paper discusses several aspects of proper researqh design, 
namely, the proper procedure to conduct a social progr^ evaluation. 
It makes a general plea for more extensive use of the classical random^ 
research design, presents the standard criticisms of such a design, and 
provides some observations on^^|he relative Validity of these criticisms. 
Within. this context /this* papeV has drsciLsed the merits of past studies 
^on the* evaluation of manpower training programs, with special reference 
to the ^nqpirandom sample Resigns. 

This paper. -provides a\ simple version of dealing with problems of 
^election in a regressipn model ^framework. It illustrates" problems 

of the^^nrandom sampling sch^e in terms of the. problems of errors in 
modej^^'^specifi cat ions and errorsv in variables. It. is hoped that future 
' pi^6gram evaluatj^on' Will rely upof\ randomized experimental desigp^so that 
/evaluation bias can *be minimized. This will provide more positive know-* 
ledge *Sabout ultimate program impacts and do so at lower social cbst than 
has been the case" to date.^ 
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'>f W'. . . . METHODS OF ALLOCATING 



FUNDS TO ALLEVIATE ^BENAGE 

, UNEMPL0Yr,1ENT..PR0&LEMS 
By: Joseph J» Cordes ^ Robert Goldfg^b. 




4;.ABSTR/^CT . 

/ ■ , I . 

This paper examines mj^thods for allocating funds currently avail- 
able for combatting youth ;./I^bor market problems • Since, available- 
/Studies disagree about th^ n^ature of the teenage unemployment- problem, • 
we*>propose allocation methcrds consistent with various alternate views: 
(l]f Jhat teeitage /.unemployment has only *$hort-run effects on earnings; ' 
(2) that it affects future* (lifetime) earnings 'and achievement* The 
imp lic'at ions of cohort-specific versus a continuing teenage, unemploy- 
ment problem are aXso considered, / 

Our analysis suggests that .decisions about" program mix and eligi-- 
bility requirements should be made separately from decisions abt)ut. 
allocation of funds to'^areas* Both prog^ram mix and fund allocation • 
d^isions ^e likely to vary, depending on whether teenage unemployment 
is^seen as havina short-term, or long-term effects. Specific allocation 
foinnulas are 'proposed that take these distinctions into 'aCvCount . 

We then compar^ recyommended program mix and fund allocation pro7 
ceUures with those round in the Youth Employment and Demonstration ^ 
Projects fi^ct. Several discrepancies emerge, 'First, the Act do^ not ^ 
ensure uniform program mix across arel^sv-^-fveti though uniform projgram 
mix may J)e de,sirable ynder certain Vi^fe of* the ^teenage unemployment 
.program. Seconjj, the , statistical indices by. which funds are /Allocated 
in th0 Act frequently differ from those recommended. However, con- . 
' Ceptually dif f^rfent indices may produce similar empirical results. ' We 
therefore compare the dist^bution of Tunds'^'by' state undet the Act with 
the distribution of funds ^under various "re commendeid allocation schemes. 
Regional ^(l^tributions are shown td vary considerjlbly under t\}e actual 
and r6cQiwfiended distributions. , ^ 



introduction'^ 



Continuing concern, over youth unemplopient has led to Congressj^onal 

.funding of programs.^to alleviat^ youth ithot market problems.. The 
Youth Employraertfe and Demonstration Projects Act of 197V will provide 

$1.5 billion for this purpose,, and future Congresses may^ provide addi- 
tional .fuhdirt^ How:should these funds be allocated to obtain the" 
greatest benefit per dollar spent? It is tempting to approach this 



V 
-4_ 
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important".pplicy question by ^turning immediately to available statistics 
There are ^y number of statistical S9urces---yputh unemployment and em- 
ployment rates, youth Jabor force and population' statistics, poverty 
data^""nr^^ so forth — which seem to provide relevant information. This 
temptation should be avoided, however, since stfatistical series viewed 
m isolation, jwith out an 'analytical framework," wil 1 not geiterally pro- 
vide the b.Q^ possible answers. 

Ther^ are at least two reasons why the statistics alone are in- 
sufficient. First, different statistical series may suggest alternative 
*al locations of funds. For example,, if st^es are ranked by yo\ith unemn^ 
^loyment rates and poverty rates, the Spearman rank correl^ation Co- 
efficient "^etwefn^^^jth two rankings is quite low.^ This indicates .that 
the geographical distribution of youth employment and training funds 
would be rather different if such fun^te were allocated by youth unem- . 
ployment rates rather than poverty rates. ^ " . * • 

Sectfnd, and more furtdlmentally, the underlying problem must be 



:5# 



Q|irrefully analyzed if policy goals are to^be specified concretely. 
r^r ex^hiiple,'^^^ the goal is to ameliorate the ''bad effects'' of 

•teenage uitCTiployipefit. If teenage unemployment implies higher adult 
unemploymejntNwhen' the cohort of teenagers ages, the goal af attacking 
youth unemployment may actually be to prevent adult unemployment in the 
future, ^sf teenage, unemployment does not lead to higher adult unem-^ 
ployment, then the goal^ may be to.prevent juvenile delinquency, provide 
income earning opportunities to members of low income families, and. so 
forth. 

~. TTiis correlation was calculate^^^f^ 1970 Census Data 'and data on 
fouth unemployment rates for twenty-^five states presented in U.S., 
^Congress, Congressional -Budget Office, Policy Options for the 
Teenage Unemployment Problem / Background Paper No. 13. (Washington 
. Government Printing Office, 1976), p. 92. 
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, Section I of the paper exploi^BS the nature of the youth employment 
problem and" evaluates \ts public pddicy implications. This analysis is 
used in Sections 11, HI, and IV to derive and evaluate allocation 
^schomes ^based on various statistical indicators, 

I. DIAGNOSIS OF THE PROBLEM AND POLICY IMPLICATIONS 

Certain j^asic featjures of the teenage unemployment situation are 

illustrated by Table 1. Table 1 ^presents teenage and adult urttimployment 

rates for 195.0-r75. Sii^ce the 1950s the teenage unemployment rate has 

been between 2.5 and. 4.7 times the adult rate. Moreover, the ratio 6f 

teenage to adt^lt unemployment in the late 1960s was higher than in pre- 

ceeding and following periods. Furthermore, nonwhite youth rates have 

* •» ^ . 

consistently beeyn higher than rates for white youths. Si]||e the labor 

force participation rate in the" 1970s was considerably " lower for non- 



white male youths than :for whites, the measured racial unemployment 
differential probably- understates the true differential. 



EXPLANATIONS OF TEENAGE UNEMPiOYMENT 

♦ 

' . These basic findings "have been subjected to different interpreta- 

tions^ Three recent • analyses represent a range of informed opinion 

about teenage unemployment. We briefly review these analyses and then 

di3puss their relevance to allocation decisions. 

2 

The first analysis is Martin -Feldstein's. In his view, chronic 
high youth unemployment is diie to two main causes: (1) slow, absorption 
of new- entrants into the labor market, and (2) low job attacll^nent among 
young workers. ^ A relatively high percentage of >^uthful job seekers 
are new entrants who must spend some time in job search before obtaining 
their first em])loyment. In 1975, rou^l/ -36% of' unemployed teenagers 

4- 



'Martin Fdldstein, "The Economics' of the New Unemployment," The 
Public Interest^, vol. 33 (Fall 1973), pp. 3-42. 



TABLE" 1 

UNEMPLOYMENT RATES FOR TEENAGERS 
COMPARED WITH NON-TEENAGE UNEMPLOYMENT RATES 
IN THE UNITED STATES, 1950-1975 



^ (1) 
Year , Age 16-19 

1950 , 12. s2 

1951 8.2 

1952 8.5 ' 

1953 7.6 
195A 12.6 ■ 

1955 11.0 

1956 ♦ 11.1 
1S57 11.6 

1958 15.9 

1959 1A.6 

1960 1A.7 

1961 16.8 • 

1962 IA.7 

1963 . 17.2 
196A 16.2 

1965 1A.8 

1966 12.8 

1967 12.9 

1968 12.7 

1969 .12.2 

1970 ' ' 15.2 

1971 16.9 A. 9 i 12.0 ' 3..A 

1972 16.;! 

1973 I . 14.5 
197A 1 16.0 
1975 19.9 



(2) 


(1) - (2) 




Age 20+ 


Dif ference 


Ratio 


.A.8 


7. A 


2 5 


3.0 


5.2 


2.7 


.2.7 


5.8 


1 1 


2.6 


h 5^0 


2 Q 


5.1 


7.5 


2 5' 


-■.9 


7.1 


2 8 


3.7 


7. A 




3.8- 


7.8 " 


■ 3.1 


6.2 . 


/ ^'^ 


2.6 


A. 8 


I 9.8 


• 3.0 


• A, 8 


J 9.9 


3.1 


5.9 


10.9 


2.8 


A. 9 


9.8 


•3.0 


A. -8 


12. A 


, 3.6 


A. 3 


11.9 


• 3.8 


3.6 


' 11.2 


A.l 


2.9 


9.9 


A. A 


3.0 


9.9 


A. 3 


, 2.7 


10.0 


<.7 /• . 


2.7 


*9.5 


•4.5! 


A.O 


11.2 . 


3.8 " ■ 


A. 9 


L 12.0 


3. A 


A. 5 


V 11. 7 


3.6 • 


3.8 


10.7 


3.8 


^.5 


11.5 


' 3.6 


7.3"^ 


12.6 





SOURCE: Columns (1) and (2), Bur»«u pfl Labor Statistics, 
from the data' base of Data Resources, Inc. (DRI) 
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were nBw entrants to the labor force. ^ 



Low -job attachment among young workers- of fers art explanation of 
youthi Unemployment based on the unattractiveness of jqbs rather than 
their unayailability. Entry level joh^ for teenagers .Qften offer 
neither valuable training, nor oj^portunites for advanceijient , ^.As a 
result, employers are less reluctant to lay off young workers when 
demand falls because no investment has been made in these workers. 
Moreover, /young workers are more likely to leave jobs per9eived as 
•dead-end, particularly if comparable jobs are readily available. 

Feldstein also argues that the "true" social \and/ economic problem 
of teenage .unemployment is overstated by existing data. First, much 
Of the movement of youths both between jobs and into and out of the 
labor force merely reflects* the 'fact that attending school is^ the major'' 
activity of roughly 40% of the labor force Aged sixteen to twenty-one 
years. ^ Students typically look for full-time -^ploy^nent in the summer 
and part-time jobs during the school year. Feldstein argues that 
j^mission of part-time workers would substantially " Bower the urierfiploy- 
ment rate calculated for sixteen tp twenty-one-yea^plds. ' . 

The problem of teenage unemployment may also be overstated as a 
result of differences in attit^e and motivation bet\^n youths and 
adults. Most young workers do not have the same famiijl^responsibilities 
as older workers; and they may desire more leisure than is consistent 
with full-time employment and permanent^ attachment to a Jfirm.^ Hence, 
teenagers are'mbi^e likely-.than adult;s to alternate betwefen working and 
other activities . This t.endeh«y ' may have been hei'ghtened) by rising 
wage rates which "permit a comfortable standard of livingWith less • 
work, or less' responsible work tlian was possible twenty ye^^i;^ ago." 



T. Ibid ., p. 13,. ^ 

4. ' Ibid . . ' 

/ 

5. Ibid. / ' 



In contrast, to'Feldstein's analysis, Edward Kal&chek points to 
labor supply factors as causes for the recent increase in teenage un- 
employment/^ In*l,955, the ratio of the teenage to the adult ■ wn employ- 
Tiient rate wa^2*8 while in 1969 this raflS had risen to 4,5. Italachek • 
argues that this deterioration in the rell^ive labor market position ! 
of \eenagers is due to a bulge in 'the teenage population. 

Between 1960 and 1971, the teenage population rose -by approximately 
S0%. In the absence, of instantaneous labor market adjustments, this 
increase in the supply of young workfers would' result in higher teenage 
unemployment. Moreover, ce^^tain aspects of the yoiii^h labor markets 
would slow the process o^ adju^tmentc Specifically, Kalachek argues 
that the problem of increased supply is aggravated by rising school en- 
rollments. Because studew^ts ^ek part -year or part -time work*,' the 
standard job is nqt appropriate to their needs. This need for 
"different"^ jobs constrains the m)i-lity of labor markets' to adjust 
rapidly to teenage population growth. 

HoWpver, with time, employers would adjust their production pro- 
cesses and-^iring procedure? to take advantage of the ready availability 
of young wonkets at nreduced wages. Kalachek argues ^th at this process 
should soon he compl'eted if Only because teenage population^«^will stop 
increasinjg. Teenage pQpulation will fall fyom 10.7% of the population 
in 1975 to 10.1% by 1980. However, he cautions that teenage unemploy- 
mient will remain higher than adult rates in the new "post-population 
bulge" equilibrium. This is largely because the involvement pf teen- 
age rs» in school activities results in higher rat^s of^ labor force ^n- 
trance and reentrance than among adults. 

57 Edward Kalachek, Labor Market g and Unemployment (Belmont, Cal ~ 
Wadsworth, 1973) . ' ... 
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A third analysis of the 'teenage unemployinpnt problem stresses the 
impact of the minimum wage on the employment opportunities of teenagers. , - 

Jlecent econometric studie%provide consistent evidence that teenage . 
employment has been decreased by the minimum" wage, but studies focusing ' j 

on. unemployment ' give ambiguous results. Two explanations may be offered 
for these results. First, if the irfinimum wage discourages labor force 
participation, it is possible fa/ employment to decrease. while unemploy- 
ment remains unaffected. S©«<fnd, Goldfatb h.as argued that the ambiguity , , 
is due to the difficulty of controlling for population shifts (such ^s^ ' . 
KalacheKi-5 supply bulge) Indeed, in a number of statistical studies, 
jjeptrrStion shifts seem' to haVe an independent effect on' unemployment , 
but ^is may in part be due to a (hidden) minimum wage effect. 

In addition to direct effects of minimum wages on teenage employ- 
ment, there are some indirect effects. Eeldstein, for example, argues 
that minimum wages prevent employers from firing teenagers for jobs 
with significant on-the-job training potential because they must J^e ^ ^ 
paid the minimum wage immediately even thdugh they have not acquired^ 
'necessary on-the-job training."^ This restricts the number of. job* 
with "career potential" available to teenagers, and hence, contributes 
to the job attachment prftblem mentioned' by Feldstein as a cause of . 
higher teenage lihemployMeat rates. ^ _ 

• [ • ^ " ^ 

:Robert S. Goldfarb, "The Policy Content ^.Quantitative Mo^nimum 
Wage Research,"- in Ind4strial Relations Research Associatj^on,- 
' Proceedings of the Twenty-Seventh Annual Winter Meeting , 
December J974, pp.. ?61-268. 

8. The statistical studies indicate that unemployment increases are 

"^correlated with increases in teenage-population. Suppose these 
• " teenage population increases are treated as outward shifitS' in the 
^ supply curve of teenage labor. Such outward shifts would not 
\ necessarily lefe'd to rises in unemployment in the absence of a 

minimum wage. Without a'^njinimum wage, wages might adjust down- 
-ii ward to clpar the market* so no exl^ra tinemiployment would result. 



9. 



Feldstein, op.' cit., f. 15. ' •. * 1 
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None of the above analyses^pcus on the distinction between white 
and nonwhite . teenage unemployment problems. Indeed, I den has pointed 
out that reasons for somewhat different levels and cyclical patterns * 
of white and black teenage unemployment are not well understood. 
Location^! differences, for example, do not seem to. explain aS ^rnuch of / 
the black-white unemploymei)t ' differential as one would expect •"^''^ More- 
over, '.the falling participation rate of black youths has not been well 
explained. 



IMPLICATIONS FOR ALLOCATION CRITERIA 

^ These ana^lyses suggest two distinctions relevant' for allocation 
criteria. - Th^first distinction is between immediate and lifetime 
effects of teenage unemployment. If a teenager experiences unemployment 
today, thidt probably lowers fam^^ earnings today, Hovyever, unemploy- 
mei)t may also increase .the teenager's probability^ of unemployment (or 
more generally lower chances for career achievement) in later life. 

The '*cocoon" view of teenage unemployment stress^ the immediate 
rafTler than, lifetj^ impact of teenage unemployment o U^er this view, 
teenage unemployment, is high becai^se a high prpportion^^D^ teenagers are 
in school and looking for part-time work unrelated to fiycure career 
plans. Even those not in school may not have establish/fed independent 
households or accjuired famil^ responsibilities* For those workers, a 
serious commitment to work and career may not yet hav6 been de.Ajeloped. * 

However, just as the caterpillar turns into a butt erf uly, these teen- 

■J 

agers will become serious workers once they leave school, get married, 
Otherwise settle down. 



10, George Iden^ '"Business Conditions, Demography, and the Teenage ' ' 
Unemployment Problem," unpublished paper presented at the Annual 

^<v;\ Meeting of the Southern Economic Association, New Orleans, 

<^ November 3., 1977. ' . . " 

11, Ibid., p. 2o: \. . : 
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In contrast, the "hangover" view of teenage unemployment stresses 
lifetime •'impaets-^ 'Und^r this vi^w, teenage uriempl.oyment results in 
missed opportunities to learn good job habits and to obtain valuable^ 
, training. Apart, from any immediate impact on family income, teenage 

Uiiemplbyment re'siilts *in dimini'shed future opportunities for unemployed ^ 

youths. - ^ 

The analyses summarized above may be interpreted in terms of- this 
distinction. Feldstein's analysis/is fundamentally ambiguous, con- 
taining^ elements consistent with botii Mews. On the "one hand, teenagers " 
^re not 'able to obtain, enough jobs with career potential, implying that 
teenage unemployment has lifetime impacts.. On the other hand, teenage 
unemploymi|it is attributed to "spetiar' characteristics of young workers, 
suchf as school . attendance and a greateV desire for leisure, which prer' * 
svunably w|^i change as young workers mature in^o adult workers. Under .. 
this vi»|§>/the effects of teenage unemployment are more immediate than 



lifetii§ KaUehek's "supply bulge" explanation does not really address 
the "c^on/hangover" distinction apart from suggesting that impacts, 
whether immediate or lifetime, are likely to be concentrated on the 
group of teenagers that comprise the population bulge. Finally, the 
minimum wage explanation' is consistent with both views. To the extent 
■ S-|-'tS^at a higher miniinum ivage limits employer provision of training, there^ 
Jlrf^t is a definite hangover\ On the other hand, if the minimum wage pri- 



'inirily eliminates part-jtime jobs with little training component, the 



bad '^ffects of teenag/ unemployment are more likely to have an. immed 

■■ '■■■.r- . \ J, 

... I iat'c, but not>^. Ufetime impact. 
h A 



second important issue conceml the existence, of specific cohort 
effects. Is high teenage uneirtpjoyment (with . or without- hangovers) , ex- 
pected to att"^qk av particular cohort especially severely? While Feld- 
stein's analysisNlpes not really address this issue, the other two 
analyj^es certainly do. Kalachek's supply bulge analysis clearly implies 



m 
I 



that '^j^xcessive* 



|:eenage unemployment is cohort-specific; once the ' 



A. 



pppul.jjtion bulge>asses, unemployment rates will return to a lower 
'•equi'^l^rium" le\»^i THp minimum waee analysis contains a similar 



vERlC / l. {: 



el. The minimum wage analysis contains a similar 

3 >; 
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implication. ' We argued above that whatever the indeperrdent effects of 
population increases, they are likely also to intensify minimum, wage . 
effects on employment. Thus, if there is an unusually large cohort of 
t^eenagers, the minimum wage effects are likely to be unusually large. 

V ■ 

II. ALLOCATION SCHEMES CONSISTENT WITH '.DIFFERENT VIEWS OF TEENAGE 
UNEMI^LOYMENT ■ ' ' 

Irf this section we suggest allocation schemes that take account 
of- the h angover- cocoon di'Stinct ion and the cohort-specific versus non- 
specific distinction. The desired scheme varies with one's view of the 
nature-of the teenage unemployment, problem. Once these various "ideal" 
allocation criteriaJiave been described, we compare them to the alio- 
cation rules of the Youth Employment and Demtjn strati on Projects Act 
(YEDPA). ... 

Suppose that the "cocoon" diagnosis of teenage unemployment is 
deemed to be the appropriate one; teenage unemployment has cur^r^jjjbv 
effects on the teenager's incorne and that of his family, but has no 
impact on his future earnings or cateer pattern » Since unemployment as 
a teenager has short run rather than lifetime effects, allocation of 
fund^ should be aimed at ameliorating these -short run effects. A 
central feature of the shojrt run effect is loss of income, but a " 
plausible argument is that, from society's point of view, this income 
.Joss is more serious the lower the income of the teenager's family. 
This suggests that funds be allocated primarily to aid lower income 
families, " . 

In distributing funds, the decision maker is faced with two' con- 
ceptually distinct allocation problems. The first involves allocating 
funds to different programs so as to achieve a desirable pbi'ogram mix. , 
The second involves allocating fufids . to different geographic areas ^nce 
program mix has been determined. 

Considei' tirst the probl43m of determining program mix. Presumably 
there exists a menu of available programs, each ^ of which constrains 
participation in various ways through ^eligibility requireipents. Since 



the distribution- of program benefits by income class may diffpr tor 
programs with different eligibility rules, it is appropriate to choose ■ . 
a mix of programs that achieves a desired distribution of benefits by 
income level. Once this desired program mix is ehopen, each region 
should, be required to. use programs in that specified mix. Given 
similar regions, this procedure would^help assure that' the desired 
income distribution of clients was achieved in each region. 

•An example may "be useful. Consider the. case where all competing 
programs; are equally effective, at increasing teenage incomes; that is, 
$1 of program, cost raises teenage income $X for each program. Then 
if an estimate of the income . distribution is available for each pro 
gram, determining the income distribution of benefits produced by 
various program mixes is straightforward.'^ Once alternative distri- 
butions are calculated, the One "closest" to the desired distribution 
can "be picked. • ' 

When different program$ are differisntially effective at raising 
teenage" incomes, choice of Inix is more complex. If the desired distri- 
bution pattern can be obt^ned for a prograit^mix using only the most 
transfer-effective programs (those that .transfer the most income to 
teenagers per dollar of. expenditure) , then this is the prp^erred solu- 
tion. If, on the other hand, \he desired mix cannoCl^obtained' using 
only the most transfer-effective programs, then alternative mixes using 

12.- For example, consider two programs, each of which raises teenage 
^- income $X per $1 spent. Program 1 gives a% of this $X to teenagers 
.' with family incomes between $0 and $4000, b% to teenagers with 

family incom^ of $400^ to $8000, and c% to teenagers with family 
incomes greater than $8000, where a+b+c=100%. Program 2 transfers 
^ g%, h%, and i% to the same groups. Then if,' for each $1 spent on 
• program 1, $R are spent on program 2, the distribution to the 
three income classes per dollar spent is to the lowest income 

cUss, to the middle income class, and c^-Ri to the high-- 

est - income class. ^"^^ 
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less efficient programs must be consi^frPeri, If any of these produces 
a more desirable •distribution of benefits than the best mix of efficient 
programs, the decision maker must qhoosfe between "efficiency" ^(more 

An coipe transferred to teenagers) versus "equity" (a more desirable dis- 

r *^ V 13 

tribution of the dollars trans.ferre 

Once desired program mix is deciJlQjU<(pon, . the second allocation 
problem" must be faced; the "allocation of funds to' areas must be deter- 
mined. Since the aim is to allocate funds disproportionately ijo un- - 
employed teenagers in low income families, a useful procedure/ 
is to allocate funds to areas in proportion to the number of unemplqyed 
teenagers in poor families. This has ,the attraction of allocating to- 
ward the index — low income-^-which the programs are trying to bolster.. 

Suppose teenage unemplo^ent is viewed as having long run rather 
than just short run effects. In this case, how is the allocation de- 
cision to be made? Once again it 'is useful to distinguish between pro- 
gram mix decisions and funds allocation decisions /given program mix. 

In designing youth employment programs, one i$ faced with a trade- 
. off between the goals of immediate job creation and future employ- 
ability. Emphasis on future employabili'ty as opposed to job*creation ' 
would seem to Ifavor programs that devoted resources to stru,ctured work, 
fff^ining, and supervision for participants. Since the costs per job 



'IE 



specific aspect of choosing efficient programs needs to be 
ioned. Since the problem being attacked is teenage unemploy- 
programs which admit teenagers who are not unemployed aue 
unlikely to be iii the efficient set. Thus, efficient programJ" 
are likely to rw^ui re that only unemployed teenagers be* Eligible, 



More generally, choice of program mix and choice of eligibAity 
reouirenients are part of the same decision. 
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provided would tend to be higher in programs^ph as i zing, future em- 
ployability'than in/those aiiaed.at job creation^ ^the decision maker 
would face a ttade-off betweeii number of jobs and training slots. 

• The distinct ion 'between immediate vs. lifetime impacts of teenage 
unemployment is certainly, relevant to the evaluation of this trade-off. 
Suppose reduction in future, eraplgyability was the major undesirable 
impact of teenage unemployment; then >a program mix would be" chosen 
which emphasized future employability ,and training. Ho^ifever, this 
decision would not completely solve the allocation problem. Given 
this program mix, decisions would still have to be made concerning the 
allocation^of funds to different geographical areas. • \ 

• In our previous analysis, when teenage unemployment was viewed 
\solely as a short run problem, the 'choice of geographical allocation. 
,.g\4^ide lines seemed fairly straightforward. This is so because lack of 
employment by itself reduces the" family income of unemployed teenagers. 
Thus, the only policy issue is.weightin| income losses experienced by 
different income classes. Once the appropriate social welfare function 
has been specified,- funds can be allocated by the" relative numbejf of • 
"deserving" families in different regions. In contrast, it is /ess 
certain that teenage unemployment by itself causes future unemiftloy-,. " 
ability Thus one miist consider how allocation guidelines would vary 
witl||different hypotheses about the link between teenage unemployment 
and future adult employability. . . 

Suppose one accepted the proposition that teenage unemployment per 
• se reduced employability as an adult." Then the teehage unemployment 
problem would be -severest in regions with the most unemployed teen-agers, 
Youth employment and training funds could therefore be allocated solely 
on the basis of -number of unemployed teenagers. / 

An alternative hypothesis would be that diminished future employ- 
ability is not caused solely by teenage ynemployment, but rather by the 
interaction of teenage unemployment with 6ther< factors such as race and 
low income family status. In this case, ' exclusive reliance on unemploy 
raent data in making allocatioij decisions would not be appropriate. For 



exainple, suppose that teenage unemployment impmed higher adult unem- 
ployment only for teenageirs in tow income famj^ies • Then two regions 
could have ecfual nvanbers of unemployed tai^ger^et face un'equal long- 
terfn teenage unemployment problems* This would -suggest that youth em- 
ployment funds .be allocated according f^^^^^fehC numbeijv^ unemployed youth 
in low income families. Similarly, if future employability problems 
Were relatively more severe for -unemployed nonwhite youths, allocation 
of funds on the basis of youth unemployment and race would be approp- 
riate. 

Finally, we briefly cdnsider the issues raisfed by f he distinction 
between cohort-specific vexsus nonspecific effects. If high levels of 
teenage unemployment are confined to a pajrticular age cohort, *fhe bene- 
fits per dollar spent on information gathering woulxi be less' than if 

( 

teenage unemployment were exp<fecte'd to effect cohorts of youths in the 
future. However, if relatively high teenage unemployment was not con- 
fined to a specific age cohort, funds should be allocated in part with 
reference to the potential for obtaining policy- relevant information,. 
That is, regardle^B||£ program mix, the absence of cohort-specific 
effects. would impl^^iat relatively Ynore funds be devoted to obtaining 
feedback on each program*. Moreover, in each program mix, more funds 
should be allocated to programs that are policy experiments/ 

In summary, the differences between the short>cerm and the; long- 
telTTi effects of teenage unemployment imply some differences in alloca- 
tion crirteria. In both the short- and lOng-run case, it is useful to 
separate conceptually allocation decisions pertaining to desired pro^ 
gram mix. from decisions about the allocation of funds to different 
(^xe^,ot^^x>^QVL program mix. Desired program mix cannot be decided on 
the basis of simple statistical indicators. Iftien de.alMg w'ith the 
short-term effects of teeiAge unemployment, specif i'caMon of program 
mix is dependent on .explicit or implicit specif icationof^a social 
%elfa,re function^ Similarly, ^'evidence on the long-term effects of 
•teenage unemployment is needed to choose the desired mix of .programs 
eraphasijing job creation and programs emphasizing future employability * 



Oiice the desired 'progr^ nhix has-been chosgn, scarce prograin funds must 
allocated to different regiSlt* The choice' of the 'jfippropri ate al lo- 
cation statistic depends on oneV3^ views about the natxjjrb of the 'Unem- 
ployment problem. Fi-nallly, one's views about the exiitence of colji^ort- 
specific effects detiermiile the portion- of funds allocated to information 
gathering* ' ■ ^ ■ ^ ■ 



Ill/ ALI.OCATION GUIDELINES IN THE YOUTH EMPLOYMENT DE^NSTRATION 
' . PROJECTS ACT ^ 1^ , ^ • 

The Act specifies a- number of different programs, eligibility re- 
quiremei\ts for each program, and/ fund allocation limitations on each 
program. How consistent is this complex set of regulations with the 
preferred Allocation rule? derived above? Our preferred^ solutions con- 
tained separate program mix and fund allocation rules. The Act main- 
tains this distinction; it establishes a centrally determined program 
mix, at least fpr major program divisions. . HoweveV, the similarity 
^b^tween our allocation rules and those of the Act breaks down for less 
aggre^gate program mix choices. When teenage unemployment is viewed 
as a, shortnrun phenomenon, we suggestfd identidiil program mixes in Itach 

regidn. However, the Act does, not ensure ideritical^prograiji mix by 

. ^' ■ X 

region, since within several broad progr^. categories it allows each^* 
pea to initiate and 4esign its pwn programs ^subject . to some central 
review. THis departs from the. recommended sU.ution, thereby implying 
tfhat marginal benefits p^r dollar need, not be Klentical. acrass regions. 

* Thpre^are, however^'^^snumber of considerations which might justify 
the Act ^s procedure. FirSt ,\ suppose ^fhat teenage unemployment Has lohg- 
J run ^effects. In this caseyregions might differ in crucial respects, 
making an identical policy mix across regions, less attractive. For 
example, suppose that long-run effects are most severe for particular 
demographic* groups. If pairticular groups are not uniformly represented 
across areas, and different programs work better for some groups than 
others, different ni:pces in different areas are desirable. It is .not 
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clear, however, that the program selection features of the Act are de- 
signed to ensure assignment of the most appropriate programs to each 
ar6ao A second argument for program diversity across areas involves 
organizational ability. If areas differ with respect to organizational 
and administrative skill§f local program initiation and 'design*may be 
more likely to produce programs tailored to locaP capabilities. Tliird, 
if it i^ not known which programs are the most effective, locd^ initia- 
tion 'may^ provide a forum for experiment^ation and development of new 
program ideas. Finally, it carf be argued that CETA (the' act which 
YEDPA amends) considers "local autonomy for the prime sponsor as a 
basic value in itsrff.-^- 

Turning from program mix to fund3 allocations, we can again ask 
how close these ftinds allocations are to our te commend at ions. If teen- 
age unemployment is. viewed solely as a short run pherromenon, bur solu- 
tion suggested that funds be allocated according to- the number of unem- 
ployed teenagers in poor families. ^f, on the^ other hand, teenage un- 
employment "fs viewed as having longer run effects, allocation rules 
would vdry with different hypotheses, about the -lirilc between teenage 
Unemployment and long-term employment problems. 

Consider first the Yctuth Community Conservation Improvement Pro- 
jects (YCCIP). * Seventy- five percent of the available funds go t6 fhe 
states according to the relative number of unemployed persons within 
each sta^^e,^ subject to minimum percentage requirement$ for each state 
and areas such as Gu^am. The remainder is for discrptionary use by thfe 



14. We owe this point to. a referree. Indeed, the same referree also 
^ argues, consistent with our third point, that ^he* development o£ 
. knowledge through experimentation i§ a major reason for. not 
specifying progrstn mix in advance^ ' 
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Secretary of Labor. The entire amount is subject to the requireinonts 
that at least 2% be used for native American youth and 2% for youth 
in migrant and seasonal farmworker families. At least with respect to 

- the 75% of YCCIP funds allocated directly to states, the funding rules 
do not seem consistent with our guidelines for allocating funds to 
deal with shor\ run effects. of teenage unemployment. ^The Act allocates- 
funds priifiarily ^ number of unemployed persons, Whereas 'the preferred 
allocation would be by numbers unemployed .teenagers in low income- 
families. ' ' ;^ 

One might ask^ whether the YCCIl^funding rules would be . approprdate 

. if "^e'fiage unemployment is^iewed as having Ik^ng rSa" impacts. However, 

the nederal^Register discussion of the. Act seems to portray YCCIP as a 

^ program aimed at short run problems, placing pred5minant emphasis on 

15 9t , ' 

^the devo'lopment .and provision of jobs. Any training must be directly 

related to the development of specific skills needed for the job. 

» 

Consider next the Youth Employment and Training Program t^HTP) 
component of the^\ct^^^^^^J^ basic .allocat^i^ guidelines are as follows: ^ 

(1) 75% of the^funds are made available directly to Idcal prime sponsors ■ 
arid to governors. Of this 80%,^ "37.5% is allocated both across and 
wit'hin stat&s-^y the 'numjjgr of unemployed persons', 37., 5% is allocated 

by the'number of unempJ|^^m:)ersons residing in areas of subst^lntial 
unemployment , ^and 25% ^lumber of persons in low income families; 

(2) 22% of the ^5% givei^l^rime sponsors must ^e used for programs ^ 
serving in-school youth; (3) at least 2% of the overall funds must be 
used for n^ive American youth and 2% for youth in seasonal and migrant 
farmworker families. The remaining func^s can be dispei^secl at the*^ 

Secretary of Labor's discretionN ^ 

tif unemployment 8ls perceive^ to be a short S^^n phenominon , wc 
argued that funds should be allocated according to the\numbcr of poor 

.»15, Federal Regi st^er, Vol. 42, N6. 180, September "^6 , 1977, p. 46.730. 
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unemployed teenagers.^ Tlie Act's rules seem to differ frpra this bench- 
mark. * Seventy-five perc^ji^t of the funds are allocated according to 
the nurtbeiuw unemployed pfexsons, not the number of unemployed teen- 
ager^. In addition; while 25% of the funds are allocated on the basis 
of pbV»^rty population, poor persons rather than pooV teenagers are 
used^as the index. . 

The Federal Register states that YETP.'s purpose is: 

. npt ... to- provide make-work activities but ratke.rjt 
to provide youth, especially economically dis- #♦ 
advantaged youth with opportunitieV to learn and 
earn- which will lead to meaningful employment 
opportunities after they have completed the/ pro- 
gram. 16 , , /V 

This . seems to imply the YETR is designed to 'attack presumed long run 
impacts of teenage unemployment, 'if so, divergences from recommended 
allocation rules arise that are similar to those discussed in the short 
run case. An additional complication is that demographic characteris- 
tics other than low. income status may need to be taken into account. 

Finally, we consider the proposed allocation of funds under the 
Young Adult Conservation Corps (YACC) and the Youth Incentive Entitle- 
ment Pi lot ^Projects (YIEPP). ThJ[ Labor Dep^nitient Planning Charter' 
stdtes th^ YACC w^n^select participants by a "basically random pro- 
c^ssV with preference given to applicants from areas of "substantial 
unemployment" (those with a rate oSm6.5% or higher). . Since YACC 
relies on total rather than teenage unemployment data to"' allocate 
funds, i± is subject t*o the same difficulties 'discussed abdVe.in 

.with YICCP and YETP. The final program, YIEPP, combines 
fe^ture^^f an -experimental and demonstration project. Since neither 

16"^ Ibid. ,' p. 46734. ' ' s ~) 

17. U.SpDfeoartment of Labor, Planning Cha/^ter for the' Youth Employ^ 
ment and) Demonstration Projects Act (Washington: Government 
^ Printing. Office, 1977). 
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exjperiments nor deraonstration projects are designed to distribute 
services so as to achieve a desired dl^trlbutiorv/of benefits, eval- 
uation of the YIEPP guidelines are outside the scope of .this paper, * 

IV. COMPARISON, OF. ALTERNATIVE FUNDS ALLOCATIONS 



We have argued that several of the allocation .guid61,ines in YEDPA 
differ from the allocation schemes proposed above. It is passible, 
however, that differences in concept do not re^u^: in significant ' 
differences in actual funds allotments, To investigate the empirical 
impact dif using different allocation rules, we compare the di-^tribut ion 
of both YCCIP and -YETP funds under previsions of the Act with alloca- 
tion^ obtained from formulas suggested by our analysis. Table 2 pre- 
sents the correlation coefficient ^) between the Act's distribution 
,of YCCIP funds and a distribution based on estimated staj:e shares in 

the number of unemployed poor youth, the recommende<f allocation if 

^ i * 18 

teenage unemployment has only* sKort run effects. We also present the 

correlation between an approximation of the Act's distribution of YF.TP 

funds afid distributions implied by two of the formulas consistent with 

I 

18. The number of unemployed poor youths by state was estimated as * 
follows^ Data from the 1970 census was used because it allowed 
more extensive disaggregat iqrt. Fir^t, the number of poor youths 
by state were obtained by combining-numbers of youth aged fourteen 
to twenty-one in poor families with number o*f poor unrelated in- 
dividuals aged fourteen to twenty- four. *I^e slightly ^fferent 
age categories were u^ed because exactly compatible pubrished data 
were unavailable. The state^poverty data were then multiplied by 
state unemployment ratios (number of ur^mployed divided bV popula- 
tion) for fourteen to twenty-one-year-^lds, also obtaine^ from 
publish^ 1970 census data. While unemployment 'ratios actually ^ 
measured" for poor youths would be desirable, these were not avail- 
able from published' data* The authors believe that the magnitude 
of error i^ unlikely to be significant in estimating the relative 
impact of. different allocatrtfTTs^ See U*S^ Census, Detailed 

Population Characteristics , Tables 166 and ^207. 
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19 

different beliefs about the existence and cause of long run effects.. 
One formula allocates funds on the basis, of relative number of un- -• 
employed poor youths, the other on the basis of relative numbers of 
unemployed youths. The correlation coefficient varies between .88 
and .97. The significantly^ higher correlation between the distri" 
butioi\ of funds i'mplied by the YBTP formula and the formula based on 
the number of unemployed youths is due to the disproji^tionate weight 
given to unemployment in the YETP" formula. 

Though the correlation falls when the Act's formulas are compared 
with alternative^ that give more weight to poverty, ttij^>i^-i-rel at ions ob- 
tained are stilly relatively high. MOwever, this does nSt necessarily 
mean that the allocations of funds would be, siiailar under alternative 
formulas. Thi's^is readily seen in Tafile 3, which presents the percen- «> 
tage allocation of YCCIP artd YETP funds to regions under alternative 
. -' '■ • ^ 

19". l\ order to approximate the distribution of funds under YETP, the 
following procedure was ysed. For the 37.5% of relevant, YETP -funds 
allocated according to the total number of unemployed in each state 
census data on unemployment of individuals sixteen and over was 
used. For the 37.5% of YETP^ funds allocated to states according 
to the number' of individuals in areas of substantial unemployment, 
the kctual 1973 measures used in making CETA allocations for Fiscal 
1974 were employed. These were* obtained in unpublished form from 

• the Etnplojrment and Training Administration, U.S. Deparyment of 
Lgbor) The 1973 data were used iince the actual CETA procedure 
for specifying areas of substantial unemployment is complex and 
nonreproducabte , so that determining what such areas would have 
been in 1970 if CETA had existed is impossible. The yed'r 1973 was ' 
used because that wis the first year after 1970 that such^igures 
were calcuj/ated. Fdr the 25% allocated according to the number of 
persons in rfamilies Ijelow a i%rticular low income line, we used 
census dati on the nijmber of family members 'below 1^5% of the 

• poverty l\ijie. While this is conceptually appealing, ^and consistent 
' -with the iknguage in the Act, it does differ from the actual ad- 

mini^tratiA/e procedure, whjch f^ils to allow for different income 
, cutoffs byi family size I We believe that using the administrative 
procedure would have resulted in larger empirical divergences bet- 
ween the recommended allocation rliles and those in the Act than 

\ those reported ir^the text. Census data used in the- YETP ealcula- 
tion are I'rotn U.S. Cenbus, Detailed Population Chai-acteristic!^ , 
Tables l'6$ Si^fToT. ' ' 
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allocation schemes. For example, relative to the distribution of funds 

implied by the Act, formulas based on poverty as well as unemployment 

would distribute significantly less funds to the Noi^east and North 

Central states and significantly more funds to Southern states. These 

results may, of course, be subject to qualification due to regi,onral 

price level differences, existence of' state and local minimum wage . 

20 

laws, and other difficulties. ^ • 

20*; A referree suggested these qualificationi. If there are price dis- 
parities across regions, dollar allocations may need to be adjusted 
for purchasing power differences^ Such Ian adjustment would pro-, 
bably result in a decline in the percent ^geal location going to 
the vSouth, and a rise in the percentage allocktion going to the 
Northeast. Un fortunate ly^the ar^ of measurin'g su^:h regionaf 
differentials is still quite primitive, and there is reason to' 
believe that frequently used measures overstate differences (see, 
for example, Mark. Sherwood "Family Budgets and Geographical 
Differences in Price Levels," Monthly Labor Review , vol.98, April- 
1975, pp. 8-15 and Timothy Smeeding, "Measuring the F.cojiomic Wel- 
- fare of Low Income Households , and the Antipoverty -Effectiveness 
of Cash and Non-Casbi Transfer Programs," unpublished Ph.D. dis- 
sertation U-niA^^rsify of Wisconsin, .197.5) ., Moreover, there are a 
variety, of -exi stingy federal transfer programs which do not "make 
^ such correct ioiTs^ and there exists considerable controversy con-, 
'cerning the appropriateness of such corrections. State and local 
mi,nimum wa^e laws raise two issyes. First, suppose that a parti-,, 
cular state has a minimiim wage law that raises teenage unemploy- 
ment (either because the state minimum wage is higher than the 
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federal, or because it co-vdi^s sime jobs the federal minimum wage 
does not cover).* That s t at e^i-s, "rewarded" for its high minimum 
wage by getting more federal • fuj\ds under our proposed allocation 
formula. Even. if one wanted to ^correct" for this result, it is 
not obvious how one would do so. Second,' if the state minimum 
wage law requires higher pay for some teenage job-creation programs 
the same amount of dollar funds wiai not create as many job slots 
in that state. This" problem bearsrf a resemblance to the regional 
pyice variation pr(Mem. A final /difficulty concerns teenage un- 
employment among illegal aliens and other "undocumented workers." 
To the extent that the measured unemployment rate fails to include 
these individuals, areas with heavy^ concentrations of such indivi 
duals may be getting smaller allocations than theii "triie" unem- 
ployment situation warrants. Of course, one's views>on this issue 
depend on one's beliefs about whether government programs should 
be concerned with unemployment of ilJegal aliens along with 'Ifetive 
unemployment. . ■ ' | 
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Our calculations indicate that different series may produce 

dlffe rent funds allocations by state, Our analysis implied tHat funds 

be allocated on the basis of detailed characteristics of unemployed 

teenagers readily available only in th« decennial census • Since funding 

decisions must be made yJearly, however, ways of using annual data to 

■ * .■ 

generate allocation rules would have tp be developed. We now conside^r,^ -f^ 

now census information could be used to improve the quality of theseijp 
^les , ^ ■ y ' ^ 

There are many series— various *?inemnloyment rates, poverty rates, ' 'f\;. 
and so forth- -^-whiciPhave some relevanceHfor allocation decisioii^ How 
can these series be^ombined to produce information as close as possible 
to census data? Suppose that teenage unemployment is viewed as a short 
nin phenomenon, so that .the desired allocation statistic is the number 
of unemployed poor teenagers. Unfortunately, this statistic is not 

ailable annually. Suppose, however, that separate series on unemploy- 
meivt and poverty by state were available-. These two statistical series 
could be combined to form a proxy foi^ the desired statistic through re- 
gression analysis. Cross-section data on the number of unemployed poor . 
teenagers obtainable from the 1970 Census could be regressed on 
observations of the annually available series on unemployment and poverty 
The estimated regression could then be used in subsequent years to esti- 
mate the number of unemployed poor teenag^ers;^ from the annually available 
data. ^ ^ 

Two comments on this procedure are relevant. First, the actual 
choiafe of unemployment or poverty serj.es would be based on statistical 

criteria, such as goodness of fit. Second, the attractiveness of this 
♦ ■ 

procedure depends on the stability of ^the estimated relationship through 
time. Third, for any choice of series this procedure has th^^ttraction . 
that those series would be combined on the basis of their relationship 
Jto the desired allocation statistic, rather than through ad hoc weights. 



TABLE, 2 

COEFFICIENT OF. CORRELATION (rj JPETWEEN THE DISTRIBUTION 
OF- YCCIP AND YETP FUNDS UNDER' ALTERNATIVE ALLOCATION RULES 



-r; : ^ • — ■■ ^ 

r, Between the Act's distribution of . YCCIP funds 
and disti;ibution of funds according to state 
-^hayes of unemployed poor youths. 

' r ^ejtween the Act's distribution of ■ YETP funds 
(.-'and distribution of funds according to state 
^ . shaiies of unemployed poor youths, ^. 

! ■ ' ■ 

^ r Yejtween the Act's distribution of YETP funds 
f^nd distribution of funds .according to state 
Shares of unemployed youths* v: 



.90 
(.83-. 94)* 



.88 
(^80-. 93) 
J 

.97 
(.95-. 99) 



''Numbers in parentheses are the 9S percent confidence intervals for the 
correiafion coef ficients* 
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PERCENTAGE ALLOCIATION OF YCCIP AND YET? FUNDS TO GEOGRAPHICAL 
REGIONS-- UNDER ALTERNATIVE ALLOCATION FORMULAS 



\ 



Region 



Percent Allocation 
Under Act's YCCIP 
Formulii 



Percent Allocation 
Under Act's YETP 
Formula 




V- ■ — ^ 

Percent Allo€^^?on ^ased 
on State Stores of 
Unemployed Poor Youths 



Percent Allocation Based 
on State Shares of 
Unemployed Youths 



Northeast 



22.2 



2A.8 



13.1 



18,2 



N^rtK Central 27.1 



2A.6 



22.4 



30.0 



ISouth 



IWest 



2A.6 



27.2 



23.4 



42.4 



22.1 



28.5 



23.3 



\ 
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V* SUMMARY AND IMPLICATIONS 

Several results have emerged from our analysis. First, it is 
useful to separate conceptually program mix decisions from funds allo- 
cation decisions given program mix. Second, the appropriate allocation 
scheme depends on whether the bad effects of teenage unemployment are 
believed to be tempor^rv^' or permanent. Third, different allocation 
statistics can result in divergent distribution funds. Fourth,' 
even though annual datal\ on desired allocation statistics may not be 
available, it may be possible construct reasonably go(|d proxies 
from available data. Specifically, we have suggested a potentially 
useful mpt^tty3"'1fo^ combining series based on regression techniques. ' 




Act J already specifies the way in which a majority of funds 
must' be allocated*. However, there remains- a sizable block of funds 
for whith -^specific allocation rules have not been mandated., Two alter- 
native approaches for allocating these funds may be identified. One 
procedure would be to decide de novo on a desired program mix and then 
allocate funds given program mix using the general guidelines set forth 
-above. An altemative approach based on "second b^st" consideration 
would be to: (1) calculate' a desired overall distribution, (2) detj 
mine the divergence between the desired distribution and that resulting 
from allocation formulas specified in^the Act, and (3.) distribute discre- 
tionary funds so as to offset this divergenj^e.* 



LOWERING YOUTH UNEMPLOYMENT: 
HOW MUCH AND AT WHAT COST? 
By: Paul 0. Flaim 
and . 

Paul M. Ryscavage # 

■ ^ ■ ■ * ■ 

ABSTRACT* ^ 

This paper examines the issue of how low the unemployment rate for 
youths might be brought, and points out that for. the entire sixteen to 
twenty-four group the rate has never ave:uaged less than 8% for any year 
since, the Korean War. In addition, we found that in some recent "full- 
employment*' estimates the youth jobless rates have been pegged even 
higher. * ^ 

WljLth regard t^ the wages that would have to be paid to youths 
placed'in job programs, we presented several distributions, all of 
which show a l^ge dispersion. Many youths, particularly in the. six- 
teen to nineteen group, are apparently willing to work for ies^ than 
thd federal minimum. At the same time, many othe^rs, particularly 
those twenty to twenty-four^ are generally earning much more-^and ex- 
pect to earn much more--than the minimum. 

The averages from these earnings distributions were used along 
with the Federal minimum^ to compute some illustrative estimates of 
what it might have cost in 1976 to place enough unemployed youths in 
jobs so as to loweo:* their incidence of unemployment to the levels of 
1969 and, alternatively, to those of 1973. The lowest cost estimates 
Were obtained by using the federal minimum ,&nd the highest by applying 
the "prevailing earnings" of employed youths. v 



INTRODUCTION 

The purpose Jf this paper was to make some estimates of what it . 
might cost to pUt the unemployed youth to work given, various assumptions 
as t:o hbw'low tleir unemployment rate could be brought and as to hoW 
much they ^would nave to be paid in oi^der to get them to take jobs^' 
In making these estimates^ we had to examine various questions, syich 
as: ■ • 




* The estimates and opinions which are presented i;i this paper do not 
necessarily reflect the* views or have the endorsement of the Bureau 
of Labo%Stati sties. 
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(!•) Would it be possible^-or even desirable--to find of create 
jobs for all of the unentployed youth? ^ 

(2,) If not, how many could be realistically ^placed . into job. 
protfams? ' * * . ^ 

'(3;) What type of job^^-^ull time, part time, mini-mum wage, 

or otherwise — wotild these have to be? \ 
(4.) Might the availability of such jobs bring additional 

youth into the labor market and thus vitiate the efforts 
to lov/er the group-s unemployment? 
(5.) If so^ could i^ still b'e determined objectively whether 
the j/ob prograJT^s have been a success, ''a* partial success' 
or a failure? . ' ^ * ' , 

In examining these difficult quesrions, we had access to some 
interesting new d4^^on unemployed youths as well as ;t:o the traditional 
historical series.U^nd while the new data, which Vill.be discussed 
below, do not go very far toward answering .the question's posed above, 
they should shed some useful light on thes^e issues,. 



HOW LOW CAN YOlJTH UNEMPLOYMENT BE BROUGHT? 

♦ „ i. 
Mojit people would readily agre^ that youth unemployment cannot 'be 

Eliminated in its entirety; that there is some minimal, "natural,'^ or 

''factional" rate of unemployment for every population group; ^nd that 

for"youth--the group most lacking in skills and experience--this rate 

is higher than for -any other groupo The problem is that such a rate 

is nat readily available*. Even if sought ^through empirical research, 

and a. most detailed look at the data, sucli^ a rate would proj^e to he 

very 4lusive. At best, research might yield a range within which ^such 

•a^ rate, might be locatedo - 



\ 

3.71 



While the search for such a rate is outside the scope of this 
paper, history does provide some guidelines as to the lowest levels^ 
attained by the unemjjJdyTnent rate for youth under' various economic 
conditions^ As shown inH^able 1/ for e'Xample, the rate for youth ^ 
sixteen to nineteen has never been below 10-6 since the' end of the 
Korean War, And this period includes' some years - -such , as 1955 and 

■ * -r 

1956, ani then again 1969--when the economy- is generally regarded as 
having operated at or ppssibly even above its full -employment potential. 

As for the rate for youths twenty to twenty- four years of age, it 
only dippedbelow 6% in four years over the 1954-1977 period,^ This was 
during the Vietnam wat wheil^iyich of the potential labor force in this 
age. group was being syphonefl off into the Armed^ Forces (and, vhen quite 
a few of these youths prolonged their schooling or skipped the country 
in order to avoid, the draft). * 

If we look at , the jobless . rate for the entire sixteen 'to» twenty- 
four group, we see that it has never been below 8% since the.mid-19S0's; 
Over this period there were seven years in which it dropped to the 8-9% 
range ,^ but somehow it seemed unable to move below this range. And here 
we might^ note that if youths spent one-twelfth of, their labor torce 
"time in the job search process--tha,t is, one month a year if they * are 
in the labor force all year- -unemployment among the^r* group would 
average 8*25%> very much in line with the "lows" attained by their 
jobless rate over the pist' two decades. . , 

And there are those who would peg the unemployment gb^il? for youths 
eveii higher for the currenl years.' They Would do ^ generally on the 
basis that the youth's proportion of the labor fo'%(;p has increased 
considerably since the ihidr 1960s andjjQv^ the resulting "crowding 
effect" has* gradually, raised what cm e might Gall the*"'naturar' unemploy- 
ment rat$ for youths. - Thus, Michael 'L-. Wachtfer; in computing a "non- 
inflationary unemployment rat^** for the nation, which he estimated to 
be 5.5%' for 1975, pegged the youth rates ^or the same ^year at 15.77„ for 
males sixteen to nineteen, '8.2% for males twenty . to twonty^four, 16.9% 
for females" sixteen to nineteen and 9% for females twenty to.,twenty-. 




. ' . • • TABLE K . / , 

LOYMENT RATES FOR YOUTHS 16 TO 24 YEARS OF AGE: ANNUAL AVERAGES, 1954-1977 



Year 



n 



- • 1954— •.-^—-—1- 
, T 1955 ._. _ 

1956- — 

. 1957^- 

^ 1958-— — — 

1959— — 

1960 — 

\ >i^6i*— - — r 

- ^ 1962-;; — 

■ ^ ' 1963^— ——-i — - 

^ 196f — — 

1965- -V — 

1966- 

19^7 

• 1968 — — — 

; 1969 

1970——: — 
, 1971- — T — — — ^- 

• 1972 — — i 

1-973-. — — — , 

1974 

1975- 

> 1976 — r— r 

1977 j-^-J-i-. 

♦ « / 



Total ,^16 to 
24 years 
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foui^; ^ i(nd Peter Clark, in arriving at a 5.1% 'Hiigk employments bench- ^ 
marl: unemployment rate^* for 1977, pegged the. youth rates at the followr 
ing levels: 14.8% for males sixteen to nineteert, 7.1% for males twenty 
to twen ty-f our, o 17.7% for women sixteen to nineteen, ^and 9.1% for women 
. "^''Nfc/enty to twenty-four. . ^ 

•^As shown below, while Wachter's and Clark's unemployment ^'goals'' 
for youths in 1975 and 1977 are substantially lower than the actual 
rates experienced by youths in jrecent years, they are* still much higher 
than the rates which had been achieved by youths in 1969. Wa%htei:*s 
estimates, in particular, are even somewhat higher than^the rates ex- 
y perienced by youth? in 1973, when the overall unemployment rate fpr the 

nation^ (4.9%) /as at ^bout the halfway point between the 1^969 rate 
^ (3.5%) and thJ^currerrl: rate (6.4% as of December 1977): Only as the 

youth groups diminish in size relative to the other population groups-- 
'a development that is now in its initial stages and which will continue 
thre^igh the 1980s, giyen the sustained decline in the birth rate during 
the 1960s and early 1970s--would the jobless ratesijpor youths, as esti- 
V mated by Wachter and Clark, be expected to decline much below their - 

1973 levels. 

j'i^evertfteless, while cogniiant of the Wachter and Clark estimates 
shown above., we stili decided ^to. use the actual numbats for 1969 and 



1973 as the benchmarks for fur calculations of the size and cnst of 
the youth job deficit, kxi essence,^ what we did was, to caj^^iWate what 



1* \. Michael L. WaCiiter, • "The Ddtiographic* 1^^^ Past 
Experience and the Outlook for the Future," in Demographic Trends 
Full ^mplo3^ent . Spec iaT Report Number 12 of the National 
■^ssionnFor Manpower Policy, Washington, D^C. , 1976, pp; 27-99. 




.2. . Pet^ I^fC^ "Potential GNP in the United Jtates: 1948-1980" 

E U/yr3iBl^du^ Capacity: Estimating the Utilizatiaji;^ Gap ," 
nter for t)ie Stud^ of AmericJih Busin Washington UiJivprsity, 
. Louis, MO:. f tr^ffliiber 1977, p. ^7. . . . 
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it would cost to iQwej^the vmemploynient rate? for youths from the 1976 

/ ' > 

levels to the 1969 levels and, alternatively, what it would cost to span 

♦ ■ . . •* ' ' « 

the much narrower differences 'between the 1976 rates for youthsj^and 
•thoge for 1973. In so doing, we are endorsing neither the 1969 nor the' 
1973 rates as the most desirable goals • We make no such*^ jvidgments, 
although we are aware %i at many will regard the 1969 rates as too. low 
and highly inflationary, while many others ^jnight .regard the 19Zl_rates 
as stxU far too high. Yet others might look at the data^ for specific 
groups of youth, such as black teenagers, and argue that' even the -^1969. 
rate for this group (24%) was excessively high. ^ ^ • ♦ - 

It i^simply that, as we shall see below, t4ie.mpthod we 'chose for 
making our avUernative /sfets of cos^f . estimateCdictated the use of data 
on the ♦distribution of VneShiployment for g1^Aen yl^rs. And the juxta-' ^* 
position of data for 1969 and 1973 with t)\ose for 1976 yields estimates 
which, while differing sufficiently from each other, are withjji\.the 
bounds of historical reality* . 

WHAT JOBS AND WHAT WAGES FOR YOUTHS? | ^ / 

£ven. after we had ohosen a set of uilem'ployment , rates, actuaT or 
hypothe^cal, we still had but one of tl^ three .basic factors need-ed 
foi* our calculajrions.^ Two other important ' factors are also^neeJed: 
the number of hours ai),d weeks, of wgrk to ire provided to' tAe youths who 
wouldihave .to be placed in jobs it order to reach the desired rates of 
uf^employment and the* wage^ that ^ou Id have\to be paid to them in» order ^ 
to attract them to these jobs^ \ ' 

While the* decisions with rega*<l to these issues* would^ in .the 
^filial analysis, be made'h^ policy makers, they must be made in light, 
o:^ the desires and aspirations of the youths they would effect. Al- 
thjBugh these aspirations^ cannot be pinpointed-* with precision, *new data 
collected in Vecent years, combined with 4*ta wh^i::h have lOng been 
ava^ilable, shed considerable flight both^n the expectations of unem- 
ployed* youths as* well a6 oh the wprk patt^iis 'nnd. earnings of the' em- 



J 
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I^Vt^rms of the nuraher houps of. work that might be -possibly -pro- 
viUedJip:^ employed youths, one can look at the very detailed^data that 
have.,b<ren 'available.' for many* years on the hours actually worjced by em- 
ployed bypath. Also available are data on the unemployed in terms of 

whether they want a full-time or a part-time- job, or whether their last 
job jwasf . of full-time or part-time nature. ' . 

... I'rv terms of the hourly wa^es th^^t woul^be required .to entice^ 
ypuths !tO take jobs, one could, &f course, assume that the minimum wage 

- . - ■ * 

copld tte.apidied across the board. However/ while we have used the 
Federal; minimum to construct^ some of our alternative estimates, we have! 
foundvthat there is a great diversity among youths both in terms of the 
actual wages earned by those who a^e employed as well as in terms of the\ 
wage „ asp fr at ions of those who. are ..l^oking'^or jobs; -.This, diversity is 
a((i{fly i'llustrated in^ Tables -2, 3, and 4". TabTei 2 and 3\ which are .. - 
'Jbased on special tiata cft^lected from a sample" of unemployed persons in 
• May ^1976, show, Vespectively, the'hburly rates of pay for^the last jo^j 
previously held'by unemployed youths an^ the so-called "reseryatiori 
wages" in terms of the jobs they were seeking at/the tiipe. Table 4,- 
"Abased on data col lected' each year,' shows what, Employed youths- were 
^earning in May 1976. " . 

As shown, while some of the overall averages for these tables 
(particularly the medians) do n^ot differ widely from the federal minimum 
wage--which was $2*. 30 "an hour in May 1976--the actual distribution^ 
\ show a considerable di-spersion around the averages . . For example, the „ ^ 
~ data in-Tab'j^ 2 show that many »f- the unemployed youths with previous * 

work experien^ppt,a|d last worked for wages^ far below the miftiraum while 
'*ra^ oVhers had a^r^ntly eamed*much mo-re than the minimum. And 
evei;i3i*fc^^^®^^^'^^ ^.'^-'•^^^^ "reservation wage,'^ or the lowest 
wages that you*fe|§fce willing to settle forAn tlieir Jiext jobs *' 
. (Ta«le 3), we agMn sde a large dispersi^^roui^d the averages. 
Apparently, many youths were willing ^o^ccept wages considerably lower 
th^n the minimum (which is still legal /in many situations) while many' 
otherrhad much higher expectations. And the earnings distribution for 
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TABLE 2. 



REPORTED HOURLY EARNINGS FOR LAST JOBS HELD BY YOUTHS' 16 TOjZA VE*ARS ^LD -WHO WERE UNEMPLOYED IN MAY 1976 



Age, sex, apd race/ 



Total, 16 to 24 years — 
16 to 19 yfears-- 
20 to 24 yeara^- 

Malea, 16 to 24 years — 
16 to 19 years — 
20 to 24 ye^— 

' Fenales, 16 to lik yUfi 
16 to 19 years' 
20 to 24 Clears- 

Vtiltie, 16 to 24 y< 

* ' ■ 'ft * 
Black, 16 titr 24 years- 



1,001 
y 481 




Total 
(thousands) 



Ihder 
$2.00 




$2.00 
, to 
$2.29 



356 
217 
139 

137 
105 
32 

219 
112 
107 

365 

71 



$2.30 



87 

49 f 

38 

51 

30 . 
21 

36 ■ 

19 

17 

77 

10 



K^2.31 

to ' 
$2.99 . 



198 
95 

lOA, 

110 
60 
. A9 

89 
3A 
5A 

156 

39 



$3.00^ 
. tor 
$3iP9 



1^ 
'32 
95 

• 9A 
27 
67 



33 
5 

28 
109 
17 



.00 
t6 
$4'. 99 



$5.00 
and 



72 
17 

5A 

60 
lA 
A6 

12 
•3 
9 

60 
12 



over 



64 

» 55 

59 
9 

. 50 
5 

5A 
8 



Mean 



$2.75 
•2.37 
3.10 

:3.11 
2..5A 
3.67 

2.32 
2.16 
2.46 

2.77 

2.60 



LOWEST ACCEPTABLE HOURLY EARNINGS OF 



^ TABLE 3. 

YOUTHS' 16 TO 24 YEARS OLD WHO WERE UNEMPLOYED IN 'MAY 



1976 



Age, sex, and race 



Total, 16 to 24 years- 
. ♦ ^^16 to 19 years- 
20 to 24 years- 



Males, 16 to 24 -years- 
16 to 19 years- 
20 to 24 years- 



16 to 24 years—: 
16 to 19 ye^fe— 
20 to 24 years—'- 

9 :. 

s 




Total 
(thpusarids) 
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816 
678 

' 784 
A23 
362 

V 710 
39A 
316 

' 1,175 

302 



Under 
$2.00 



68 
46 
22 

.30 
25 
5- 

38 
21 
16 

'57 

11 



$2.00 
to 
$2.29 



387 
279 
107 

158 
130 
27 

229 
149 
80 

301 

79 



$2.30 



266 
173 
93 

lOA 
73" 
32 

161 
100 
61 

218 



$2 

$2^9 



334 
184 

161 
94 
67 

173 
91 
83 

245 

87 



$3.00 
to 
$3.99 



279 
96 
183 

192 
66 
126 

8B 

31. 

57 

220 

53 



$4.00 
to 
$4.99, 



^ 72 
N23 
49 

* 

59 
20 
■ 39 

13 
3 

10 
66 




$5.00 
and 



88 

80 
15' 
66 

8 

7 

69 
19. 



Mean 



1- 



$2.75 
2 Ml 
3.10 

3.05 
2.61 
• 3.57^^ 

2.42 
2.32 
2.56 

2.76 

' 2.74 



Median 



$2.35 
2.30 
2.50 

2.50 
2.30 
3.00 

2.30 
2.30 
• 2.30 

2.35 

2.-^50 



TABLE 4. 

ACTUAL HOURLY EARNINGS OF EMPLOYED YOUTHS 16 TO 24 YEARS OLD WHO WERE PAID BY THEJIOUR, MAY 1976 



Age, 863^, ,«id race 
i 



Total, 16 to 19 years- 
♦ 20 to 24 years- 

Mftles, 16. tp 19 years - 
20 po 24 years- 



^Fonal^ 16 to 19 years- 
.1 20 to 24 years- 
White, 16 tP 19 years—- 
20 to* 24 years — 



,Bl^; 1,6 to 19 years- 
20 to 24 years- 



Total 
reixnrting 
(thousands) 


Under 
$2.00 


$2.00 
to 
$2.24 


$2.25 
to 
$2.49 


$2.50 
to 
$2.99 


$3.00 
to 
$3.99 


$4.00 
to 
$4.99 


$5.00 ■ 

to 
$5.99 


$6.00 
to 
^.99, 


$8.00 
and 
ofver 


Mean 


Median 

c 


4,770 
6,357 , 


583, 
193 


1,016 
371 


1,332 
800 


898 
1,070 


678 
1,866 


145, 
1,013 


70 
566 


41 
403 


|i 


$2.52 
3.60 


$2.40 
0.33 


. 2,534. f 
3,671 


174 
42 


531 
123 


622 
284 


508 
520 


467 
1,086 


Vl 

m 


•61,, 
453 


36 ' 
358 


f 68 ^ 


-2.70 
3.96 


' 2.48 
3.76 


2,237 
2,685 


409 
151 


486 
247 


709 
* 515 


390 
550 


211 
781 


27S\ 


Vo 

113 

« 


I 


M 


2,32 
3.11 


2.33 
' 2.89 


4,450 
' 5,570 


561 
170. 


919 
312 


1,240 
645 


854^ 
939 


625 
1,667 


139 
897 


65 
518 


40 
367 


8 
56 


2^53 
3.37 


2.40 
3.60 


321 
787 


21 
22 


98 
59 


- 92 
155 


■ 44 
132" 


53 
199 


5" 
117 


6 
48 


1 
36 


19 


?.50 
3.65 


2.36 
3.09 




youths who were actually worki>t84|n May (Table 4) also shows a wijje 
dispersion, "ihe earnings averages for these employed youths were 
also"generalIy higher than those reported by unemployed youths either 
in'terms of previous or future jobs. • — ^ 

What all of these tables, also sifbw, and not unexpectedly, is , 
that youths twenty to twenty-four earn much more- -and expect to €arn 
much more--than'?hose sixteen: to nineteen years of age. For the old- 
^r group, the earnings averages, both in terms of actual earnings on 
past or current jobs as well as in terms of the reservation wages, 
are'^considerablv higher than the $2,30 minimum wage which prevailed- 
when these *datVwere obtained. On.ly ab'out one-third of these youths, 
compared with J little. over one-half of those sixteen to nineteen, 
appear to have been willing t^ke jobs paying only the Federal 

minimumi. \ ,. 

As' shown, the wage aspirations of unemployed black youths d|^; 
not differ that much from those of unemployed white youths. The 
medians for blacks were either the same or sli^ht;ly lower than those 
for whites. In terms of the means, the pattern was not as consis- 
tent, but it must be remembered that here we are dealing with rela- 
tively small distributions, where the means can be af fleeted by only 
a few unusually high values, . (Thys, the fact that the. mean reser- 
• vation wages for black teenagers turned out, to be slightly higher 
than that for white teenagers Should not.be given too much weight.) 
■ ' The earnings data f(3r youths who are, actually employed are 
' - perhaps, th^ most relevant in determining what it would cost to put 
' their 'unemployed counterparts to work. The problem which arises in 
using these data, is that unemployed workers as a grouj) do not have 
the s^e characteristics in terms of skills and education as do those 
who. are employed and could not, therefore, be expected to. command 
the spe'Wages. It is only after account is taken of the major 
differences in personal characteristics between employed and un- 
embloyed Vouth that the earnings data for the' former can be used 

, : . n 

(3 
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to figure out what it wotuld cost to employ the latter.. 

Earnings averages which do take in^' account such differences, 

both for the unemployed youth as well asxor older . unemplo>ed per- 

sons, were recently developed by applying regression analysis to 

the data on usual weekly earnings that are collected each May. 

These 'regression-def^i-y^d estimatesVphow What the Weekly earnings , 

of the unemployed wbuid have been, assuming that they would have 

received the same rates oP^y as did employed persons who had the' 

same characte'ristics in terms of age, sex, race, education, occti- 

pation, geographic residence, and full- or part-time status 

While the\ distributions of such hypothetical earnings were not 

tabulated, averages were computed for various yoath groups as well 

as for older workers. " : y' v,:.p. 

. i . 

By using this "peer ^group" methodplogy, it was estim^it^d 'that ' 
the average (mean) amount of earnings lost because of une)t|j|.i;0yment 
in May 1976 was about $110 a week for males sixteeJ^'xo nirj^^^ 



$85 a week Tor females sixteen to nineteen, $158 a week ^otfM^^^^^^ 
twenty to twenty- four, and $135 a week for women twenty to twenty- 
four. These "peer group" estimates, which might be regarded ,fts 
representing the "potential" prevailing earnings of unemployed 
youths--provided, of course that -"they^ had. access to the same jnix-^ 
ture of -jobs as were then being held by employed, youths and" that th^ 
wage. structure would remain the samer-have* been used to make one of 
the alternative seits of calculations of the total cost of lowering 
youth unemployment. Different calculations were ihade on the basis 
,of the reservation wages and on the basis of the .federal minimum. 

ESTIMATING THE YOUTIUWAGE BILL , ' ^ , . 

■ ■ • . - / t- . .' • ' ' ,■ -v 

After settling onjjtwo* sets of unemployment b€fnthmra|Jcs for ybuthi 

— ^ ^ . ' . . — 

y ' h ^ t ' t ■ ■ J . 

3. Paul M. Ryscavage and Curtis L. Gilroy, Visaing;? Foi*egone* by 
the Unemployed," in Proceedings of~.th« dWin^S^nd Icbtiomlcs 

• Statistics Sedtion, American Stj^t>ls't?tcal As^ciation, 19//. 

• pp. 654-9. ..^ ' ^ ^"'^ ^ ; — ~ , - 
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that is, tlie incidence of uneraployraent encountered among them in 1969 
and" in 1973, the general procedure used in estimating the cost of 
reaching these .goals was as folLows: /F.irst we estimated, on the basis 
of the thifee wage assiiraptions^at it -would have actually cost in terms 
of total wages to put all of the unemployed >»outh to work in 1976-that ' 
is, to t>ring youth unemployjftent down to zero. We then estimated what 
it would have cost if the incidence of youth unemployment and its dis- 
tributioiKin 1976 were consistent with tlfl siUiation in 19.69 and 1973. 
We tften computed the differences' b-6tween the actual' total wage cost in 
je and the two h'ypotheti^l costs. These differences represent our 
estimates of the-wage costs associated with jobprograms designed to' 
lower the incidence of youth' unemployment from its levels, of 1976 to 
those of" 1969 and 197^ when the economy was operating much closer to 
(or perhaps even slightly above) '>its full potential. 

*' The ^ob deficit . The statistics that were used to determine how 
m^ny youths would have .t6 have been placpd in jobs in 1976-and for how 
rong-in order to achieve these goals wey 'those, from the annual "work 
V^xperience'l survey. 'These data show the/total number of youths who 
ertcg^unter one or more spells of unemp^merit during the year, as well 
a|t|5J total lepgth of their unemplojfcnent . For 1969, a year when the 

4 Yhe ^ot^l numbe r of different persops who encounter some un employ - 
ment during any given year is obtainedJ^^rough special questions which- 
are asked each Mardh ajid which rel^^Jj^tf employment and the number and 
duration of possible spells of uneinp^^ent encountered during, the year. 
In a loose way, these "work experience" numb^mayjbe regarded as. an 
aegregation of the "flows" . into and out of unemployment during a given 
year, whereas both the monthly and the annual average numbers might be 
regarded as reflecting the "stock" or t]ie average of various measure--^ 

• ments of • the stock .taken during the year. In theory, these two sets of 
numbers should be con«istent with!readv other in terms of yielding the 
same number of pers(^n-.we«k;9 and person^^ours of unemployment for a^^iven 
year " In practice,; however, these two sets of data have been found to 

. yfbld^somewhat different aggregates, •■ For youths, in particular, the 
work experience data 'have been found /to underestimate unemployment re- 
lative to the estimates obtained frO> the monthly survey. For a de- 

• tailed discussion of the different 'estimates of unemployment that emei^e 
from the "stock" and from the "flow'! measurements, see R.D. Morgenstem 
and N.S; Barret, "The Retrospective *Bi as "in Unemployment Reportipg by 
Sex, Race, and Age," Journal of th ^ American Statistical Association, 

^•June 19'74, pp. 535-57. * 
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.unemployment rate for the nation averaged only' 3.5% and the, rate for. 
youths sixteen to twentj^-four averaged 8.4%, these "work -experlfejice" 
numbers show that -.a total of 4.8^illion youths encountered one or more 
^ spells of unemployment during the year (See Table 5). These 4.8 million 
youths accounted for 16.4% of^Vheir civilian noninstitutional population 

During 1976, the number of youths who enc'ountered at least one 
„spell of unemployment was 8.5 million>or 24.1%- of the youth's civilian 
noninstitutional population. In order, to quantify property th.e differ- 
ence Vetween the number of youths who would have been unemployed in . 
1976 had the . 1969 condition prevailed, but still allow for the grovyth 
in population between these two years, the proportion of youths who en- 
countered unemployment in 1969 was applied to the 1976.youth population . 
The difference between . the actual number^ for 1976 and the hypothetical 
ones based on 1969 proportions represented the number of youths;- thaf 
would have to be placed in' jbbs o¥ various daFition"ln 1976 'in order .to 
bring their rates of ijpemployment to 1969 levels (Table 5). Tlie" same 
procedure was then followed to calculate thfe number of youth that would 
have required jobs in 1976 in order to, lower their incidence of unemploy- 
ment to the levels encountered in 1973. According, to these procedures, 
2.8 million youths would have needed jobs of various duration in 1976 ' 
in order to bring their group's joblessness to 1969 levels. About U9 • 
million would have , needed jobs of various duration* in order to reduce 
their group's jobless rates to 1969 levels." \ 

^ The next step^ in the estimating procedure was to calculate for how 
long each of the«e youths would^have to % employed in terms of weeTcs 
and whether the jobs t(^e provided them ^ould have to b'e of a full- or 
part-time nature. ^ In, dr,der to, do this, *the percent distributions of • 

fnii IL''^^ assumed .thaj youths wh'ose longest, job during. th^ y^ was of 
Inlllll ^ I T^"^ ^^^''^"S for^full-time jobs, while ~thos?lwhose 

longest job was of part-time nature would have wanted part-time J )bs. 
The small group who^had looked for work but did not have a' job dufine 

^^f/r^'^^' i^^'H'"'^ '^'^ ^"^1 P^^^^' ^i^h half assumed to /ave • 

tim jobf ^ fulUtiike work and half assumed to have wanted /art- 
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JABLE 5. 



UNEMPtOYMENT RATES AND THE EXTENT OF UNEMPLOYMENT AMbN&vVoUTH, 1969, 1973, ANtt*1976 



J. 



.'by ag* 



Selected char^cterlatics.by ag( 

• 



/rtiual iwSj|^ge .vi^nployment rate, all 
per8(^ Vb f/CMXt and over 

Youth uied|>l^i^»%t. rate. .16 to 2A.(petcent)- 

Teerw^e ufiBplojSn^t rate, 16 to 19— 
*« ^percent) 

. ' ■ > ' ■ ■ ' 
Yoimg workeirs' unenplo^w^t rate, ^ ^ 
^ : • ^0 "^o- S» (percent) : 

avillan nonlnstituttonal pppulatlon 1/ 

16 to ?4 yealfe.of age (000)-— 

Percent of youth populatlcrtsWith sane 
unenployment during year-— — ^ < 



Actyal data for: 



1969 



Persona 16 to 2A y^s of age with t«ane 
trtinipXoyr«nt during year (000) — 



3.5 
8. A 

12.2 / 



1973 



10.5 
1A.5 



7.7 
14.7' 
.19.St' 



1976 









• 




5.7 


, 7.8; 


12.0 . 


5.7 


7:8 


29,382 

• # 


> 

" 33,531* 


■■■ ■ 
; 35,405 


35,405 , 


35,405 


^16! A- 


' 18.8 


■ 2A.1 


16.4 


18.8 


A, 827' 


.. 6,506 


. v-^* 8,52A 


5,806 


6,658 

— 1 — : — 



Hypodieticial data iqr 1976 0- -^ 
unenploytnept were dlsrirlb^tgd as' in 



1969 



8.4 

12.2 



- V ' '- ' ' J — ^ 



« 10.5 ^-^^^-^v^: 



ncn^^ th^W^th of ^ilarch'following the year of reference. 




■0 . 




. ■ ■ . t .. ^ 

youth uiterapld^yment|for 1969 and 1973 (in terms of age, sex, full' or ' 

■■ ■ " 

••part-tpie st^?:us, ^nd length of unemployment J were applied to the hypo-*^ 
theticfti \levelsi of ^lanemployment for 1976. The resulting distributions 
,of tanemploymerit kere th'en costed out accordijig to several different 
asstimp^tons about tlie wages to be paid. 
, ^ •it Should be noted that an. important assumption that is implicit 
^in^ this procedure is that short -duration unemploymertt can be dealt with 
tfir^ough ^ Ob -creation as effectively as unemployment of longer duration. 
Ye|J.t is doubtful that much could be realistically done through job 
•^Iwograms- tp deal with Unemployment of short duration— say; that .lasting 
four weeks or less. And, as can be seen from Table 6, a very large 
• v.* 'P^opprtion of the youths who encountered some unemployment in 1976 were 
^•t^ jobless for only very short periods. ■ , 

/ y.' . ..Another critical -assumption that was' made- is that, if ^ce^ff ; 

• job programs, these'* youths would^ave remained there only foP^as' long 
4' * ■ .^^ they: would have been unemployed if^they had^not takU these place- 

ments, . In other words, no allowance was made in leaking these estimates 
for any possible increase in the labor supply of youths in respbnse 'to 
: these programs. "".This is, admittedly, another very questionable assump- 




tion, 



Yoyth's wages' and earnings . In order to produce a range of esti- 
mates associated with, the youth job deficit we used the minimum. wage, 
.. the lowest acceptable Wages and the j^revai ling -earnings of youtli in our 
calculations. . . 

In so doing, we first assumed ttiat the minimum wage of $2,30 would 

♦ 

have applied across the board to all unemployed youth,, regardl'ess of 
age, sex, or type of job last. held. On the othey hand, the calculation ' 
basied on the lowest acceptable wages and the peer group earnings (or 
^•prevailing earings") made use of different averages (means) fbr 
specific age^sex groups. Specifically, four different lowest acceptable 
levels (by age and sex) were applied to the lost hours of unemployr 
ment- accumulated by youths, while eight different peer-group earnings 
,^^^,^jjSvels (by age, sex, full-time and part-time statu|) were applied to 
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TABLE 6. 



DISTRIBUTION OF YOUTHS WITH SOME UNEMPLOYMENT IN- ^976 BY DUMBER OF WEEKS UNEMPLOYED 



Age; sex, race, 
and wrk statlis during year 



MCiRKED AT LEAST PART OF YEAR 



Total: 16*and 17 years— 

. 18 and 1ft years-— 
, 20 to 24 years 



Male 



16 and 17 years- 
18 and 19 years- 
20 to 24 years-^ 



White: 16 to 19 years 

20 to 24 years 



Black: 



V 



16 to 19 years— -y^— 
20 to 24 years— 7^ 



LOOKED FXK JOB BtTT DHJ NOT 
WORK DURING. YEAR 

Total: 16 and \1 years ^ 

18 to 24 ygars — - 

Male : 16 and 17 years 
18 to 24 years 



Fema)e: 16 and 17 years—— 
^18 to ^24 yearsj— 



Total 
with eome 
unanployment 
(thousands) 



889 
1,819 
•4,5AQ 

A63' 
966 
2,707 , 

265 
137 

168 
336 



862 



• / "229 
»328 



185 
534 



Percent distribution by total weeks of memploytnant 



Total 



100.0 
100.0 
100.0 

100.0 
100.0 
'100.0 

100.0 
100.0 

100.0 
100.0 



100.0 
100.0. 

100.0 

'loo.o. 

100.0 
100.0 



1 to 4 
vweks 



i. 



39.6 
31.9 
•28.1 

34.0 
28. A 
23.7 

31.5 
24.9 

21.7 
16.8 



5 to 10 
weeks 



19.5 
21.2 
30.2 

19.2 
19.9 
20.6 

19.6 
21.6 

18.4 
13.8 



20.3 

21.8 
13.4 



18.4- 
19.5 



11 to 14 
weeks 



. 10.4 
11.4 
12 -.0 

•10.2 
12.3 

412.4' 

' 12.1 
12^4 

7.7.. 
12.0 



12.1 
8.9 

11.4 
11.6 



-«Ttr 

. 7.3 



15 to 26 
weeks • 



16.8 
17.2 
22.6 

18.0 
17.3 
24.-8 

17.6 

23.8- 

i7.5 
27:8 



13.8 
.11.8 

14.? 
10 

13.0 # 
12.6 



27 weeks 
and over 



13.7 
18.3 
17.1 

18.5 
22.1 
.19.0 

19.2 
17.3 

34.7 
29.6 



12.6 
29.4 

15.2 
43.8 

9.2 
20.5 



Percent with; 



2 spells of 
qnemploymipt. 



17.3 
21.2 
18.2 

20.7 
23.2 
20\3 

22.1 
20.2 

24.8 
22.6, 



'N.A. 
N.A. 

N.A. 
N.A. 

N.A. 
-.ii.A. 



3 or more 
spells 



16.0 
15.3. 
15.9 

17.4, 

17.2 

17.7 



N.A. 
N.A. 

N.A. 
N.A. 

N.A. 
N.A. 



N.A.-NOT AVMLA^U: 
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.the weeks ^of unenJ^loyment accumulated during, the year by the Various 

* * » • 

groups of youths.. In the last two cases, we assumed that the wage 'and 

earnings levels which were obtained in May were representative of the* 

ave:^ag-e for the 'entire /ear.. {T\\e data relatiujg to the earnings on 'the 

last jol?s/ held by the unemployed were not used as the basis for any 

calculations both because they sf^e," by definition, the most dated, as 
/ • * • » 

A ^ ■ • . 

\j>ell as because the averages from these series Aid not differ that much 
from those based on the reseriij^tAon wagte^ For a fuller ^description 
of the sourc^ts of the data used ^nd of^^he assumptions made, see the . 
Technical Note beginning on page 394.) 

Th'e resul ts. 'Table*7 shows what it would have cost in 1976 to put 
youth back to work/'.a.t the minimum w.age> the lowest acceptable wage, and 
the prevailing earnings of youth, both by using data for 1969 and 1973 

* as 'the benchmarks. * As/shpwh, paying the 2.7 j;nillion unemployed yo'qths ^ 

• the -same earnings as thqir employed counterparts would have been the 
most expensive way to lower the youth jobless ra/te. ♦•.Using this wage' 
scenaj-io^-and all the o.ther assumptions that had Jto be made^-we ^sti- 
in^tBd that it would have cost $8.9 billioi> to reachS^he 1969-based 
goals and $6.0 billion to reach the 1973-based goals. On the other, 
hand, under the minimum wage scenario it wo'uld have cost $5.7 bjillion 
to lower the 1.976 incid6n<:e of* youth .joblessness to 1969 levels and 
$3.8 billion to lower it* to the 1973 levels. 7 

A Closer examination of the youth wage hill under each different 
wage-earnings scenario can be made from Table 8, where the cqsts based, 
on the various assumptions are broken down by age- sex group. It is not 

too si\rprising to see that the greatest cost would t>e incurred in pro-- 

^ ■» 

viding jobs to workejr^ age twenty to twenty- four (especially males). 
.Such work^irs are most likely to be receivijig higher wages* than teenagers 
and to be seeking fulKtiUp job^. ' For all workers aged twenty to 
twenty-four the wage bil} would have amounted to $7.0 billion under pre- 
vailing^ wagiis and $4»0 billion if the minfmum wage were used as the 
standard. In contrast, even under the prevailing earnings assumption,- 
the cost of ptftting teenagers sixteen to nineteen to work would have 



TABLE 7. 

ESTIMATED COSTS OF/pUTTING UNEMPl^aYED YOUTHS TO -WORK IN" 1976 
TO VARIOUS ASSUMPTIONS ABOUT THE INCIDENCE OF YOUTH UNEMPLO-YMENT AND THE 



ACCORDING C 

WAGE RATES F£)R YOUTHS . 



1 • 



fhirber pf menpljoyed and 
wagie rate assumptions 



■Nunber of perscjns 16 to* 24 
with some' uneitiplpyraent 
during y^r (in* thousands) — 

Costs of wage bill, (in , 
millions of doll^s) at: 



Actual data 
for 1976 



Prevailing earnings- 
Lowest acceptable wage-/^— 

♦ • * 

Minlmuiv wage 




Ifypothetical 
data for 1976 
based on 1969 
incidence of 
uneyTployment 



(2) 



*,806. 



$5,830.5 
4,641.1 
3,715.9 



Job deficit 
and cost 
(1) - (2) ' 



(3) 



2,719" 



) 

$8,946.4 
7,463.3 
5,676:1 



Hypothetical 
data for 1976 
based on 1973 
incidence of 
unemployment 



6,658 



$8,830.4 
7,130.2 
\ 5,617.9 



Job deficit 

and cost 
*■ (t)' - (4) 



^5) 



1,866 



.$5*,973.5 
4,974..2 
3,774.1 



REDUCTION IN YOUTH UNEMPLOYMENT ^AND ITS -COSTS .IN 1976 UNDER VARIOUS EARNINGS AND WAGE ASSUMPTIONS 



Groups , 

IT • . 

/ Assunjug thQ\ 1969 fiicidence of 
youth mepployment: 

■ Total youth > 

Teenagiers, 16 to 19 — 

Males-Ts— r- ---r — --. 

Females- 

Young workers, 20 to 24-; 

, Males ' 

Females— ' — ^- 

,AssuntLng the' 1973 incidence of 
' youth menployment 

Total youth-—- -1 1. 

Teenagers, 16 to 19 

Males ' 

Females ^' 

Young workers , 20 to 24 — — 

Males — — 

% Females — 



Reduction in 
uhenployment 



2:,718 

• 408 
2;010 

'tm 

742 



1,866 \ 

273 
1,293 

442 



Prevailing earnings 
(000,000) 



$8,946.4 
•1,914.6 
1,115.5. 
799.1 

^7,031.8 
5;i82.7' 
1,849.0 



'5,973.5 
i;282.9 
758.2 
524.7 
4,690.6 
3,475.4 
1,215.3 



Lowest 
acceptable wage 
-(000.000) 



$7.463\3 ' 
l'872.8 
■i;ii7.2 
715.6 
5,630.5 
'4.242.9 
J., 387. 6 



4.974.2 
i;241.1 
799.6 
441.5 
3,733.1 
2.541.3 
891.8 



Minimum wage 
'(000.000) 



,606.1 
1,695.^ 
986.4 
709.4 
3,980 .2 
21733.5 
1.246.7- 



3>774.1 ' 
1,142.3 
. 704.6 ' 

437.7 
2. ,631. 8 
1.830.5 

801.2 * 
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araounteci to only $f^9 billion, a figure not much higher than that ob- 
* tanned through miniinuni wage assumption ^ ' 

However, as alreacfy noted, the Tninimum wage may not be sufficiently 
high to attract mafty of the unemployed youths into* jobs,* especially 

• t'hose aged twenty to twenty-four. Undoubted;/, many would. refuse to ■ 

• .take minimum -wage jobs, as their low&st acceptable wage is considerably 
above the minimum wage. ' . ^ 

LIMITATIONS AND QUESTIONS* , * . ' • 

' ■-['.• 

The estimates we hive .presented should be regarded as merely 
illustrative as they are subject to many limitations. First of all, 

, ' they relate to the employment' situation for yout)\s during 1976. More\^ 
current estimates, J and even better estimates derived on the basis of 
projections' for future yeai's, would, ^needless to say,' be much more 
useful tor policy guidance. However, 1976 was the last year for 

« whigh 'Vrk experience data" were available and the only recent year ^ 
in which reservation wages were collecte^l. In order to .make silch 
estimates for future years one must not only ptoject the 'sizfe and dis- 
tribution of youth unemployment but^also make some assumptions aJ)out 
the future course of wages, and this is simply too difficult a task. 

' (For fhose who would like to attempt suph projections we might indica^^ 
"two. elements whose future course is sufficie;itly well known: the 
;minimum' wage, which has been legislated to rise by specific amounts on 
specific dates j>ver several years, and 1:he size^of the youth population, 
.whiqh is now increasing at a much slower pace* than has been the case for 
ihe past decade an'd which will begin to decline rapidly dur^pg the 
early 1980s.) • ^ ' , ' . 

As already, noted, these cost estimates w^fe based or/ the assumption 
th^t 'short -d'uratidn unemployment 'could be alleviated through job pro-^ 
. "grank as effectively as longer-duration unemp.loyment. This is, ad- 
mittedly, ' a. very questionable "assumption, which we made only- with the 
knowledge that the estimates could be easily reconstructed to exclude 



a J) ' • 



the shprt-'duration unemployed from the calculations^,, ^» . 

Anbther obvious lijnitation of these cost estimates' has to do with 
(the quality of the earnings Ifeta used as one of the principal ingre^li- 
ents m the estimating, procedure., Rxcefft for the minimum wage figure, 
the earnings data we have 'Used have been abtaine^ through the Current 
Population Survey, and tliey are '^subjeelT to response bias as well as 'to 
tlie normal variance* associated with such sample surveys. Recent studies 
have indicated that* tlhese household data tend generally to underestimate 
the true earnings of the workers in qiiesfion, with the overall averagej^ 
ranging trom 3i> to 5% lower than they would be if based ^on actual pay- 
i*oLl recards,' ' However, no findings have yet been- derivedjuf^oni these 
studies, with regard to the quality ^f the efa%iings (Jata Tor youths. 
Furthermore, since the "prevailing earnings" stati$tics for th^j unemploy- 
'ed were develojped throu^ regression analyses, they may be subject to 
* further statistical* error and potential bias associated with this esti- 
mating .device, (And here it migh;t bb no^ed, that the even lower reli-. 

6, We experimented with such a procedure and caljcujLated that if the 

goal in 1976 had been to^ place all unemployed youths in job programs 
after they had accumulated 4 weeks of unemployment, the wage costs 
would, have been '$7^2 billion on the basfs of the Federki minimum, 
$9.3 billion on the basis of %fte/ loVest acceptable wage5',vand^ $11,4 
billion on the 'basis of the prevail iH^^earnings. Of cours'e,^ these 
calculations are, based on the assumptiorTtHat the youths would have- 
remained In these job programs for only a^ long as they would have ' 
remained unemployed /if they had not ta^en^triese ^jobs , and this is 
another questionable assumption, 

t, Tliese are the findings from a^^'validatfoiv' ?tudy conducted in Jany- 
ary 1977, ^^en the data obtained from .^he Current Population "Survey 
on earnings' of about 4,000 workers were?sub*sequent ly checked against 
the records of their employers ^ While the detailed report on this 
study has not yet been pUblishec^, a discu$s^on of the ..qi^^ ' 
\ the; earnings data 4e>rived' from' tile household survey had appeared in 
a previous BL& report. See Special Labor Force Report No, 1*95 

' ^ '.'Weekiy and Hourly Earnings Data from the, Current Population Survey" 
U,S. Department oJ^ Labor, Bureau of Labor Statistics, 1977, 
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ability of ,the .subnational data on 'earnings, combined with the paucity „ 

of information on the^di?F^3;ba^ion o^ uneraplo/ment- at the local, area 

level, discouraged us from even attempting to make any geographically 

oriented cost estimates • , . ^ 

It iJl'^also important to note, with regard to the cost estimates 

discussed above^ that^ they *are limited purely, to the wages that would 
%> • ■ ^ / 
* have to be paid and do not makfe any allowances for fringe benefits or 

■ , ^' 

administrative expenses. Yet we know that such costs would be sub- 

st'antial. In 4974, for example, fringe benefits of various kinds raised 

, the total .costs of labor to employers by one third over the pure cast • 

of IstraigKt. time wages. And while it would be reasonable to assume 

"tKat the employment of youths would not^ have tp be accompanied by the 

payment of 'fringe 'benefits as costly as* those •that would generally go 

to older woi^ers with high seniority, it must be noted that payments for 

Social Security, workers compensation, and so fort-h must be made by . 

employers even in the case of newly hired youths--and Xhese payments are 

* 

not necessarily negligible. As for the administrative costs of running • 

youth job programs, this is an additional cost that^must be taken into 

account but which can probably be better estimated by administrators 
■ ■ y ' 

than by economists 'unfamiliar- with administrative machinery? . - 

•' . , , ■ 

Of course, offsetting all these costs, there would also be some 
obvious benefits that would flow from the employment of large numbers 
of youths. Presumably, production would" increase; disposable' income ^ 
would rise; some y6uths might be diverted from less desirable endeavors., 
'and so on. But we know of no^way ever; to begin to put a dollar estimate 

4 ■* ~i ' 

on this side of the ledger. ^ - . * - ^ 

finally, one might' ask whether the creation of a large number of 
jo^S for youths, particularly if at wage levels that most youth woilfld ; 
find quite acceptable, ■ could wind up in attracting ^any additJTm«l youths 



8. ' BLS Me asure^ of Compensation , U.S. Department of Labor,. Bureau of 
Labor Statikics, 1977, bulletin L941^ p. 27. • . 
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into the labor marke't and thus vitiate the efforts to lowe'r th.eir un- 
employrnent .rates. Given the relatively low labor force participation 

rates of some groups within the youth population-^'black youths, for - 

> . ■ *. 

example— such a possibility could not be rujed out. There is, in, fact 

' ■ \ ' 9 • / * 

some evidence that this would be the case. 

Should such a| situation arise, oije"" objective way to assess the im- 
pact of 5pb programs would *be to focus on thd employment -population 
ratios of the affected groups. After all, if the employment -population 
ratio for black youths were to remain much lower, than that for white ' ^ 

youth3^ as is now the case, something would still Ije ^seriously amiss 

■ ■ ^ ■ • • ♦ .'w ' ' * ' ' * ■ - ■ ■ ■ 

. -even if* their unemployment rate drops sharply, Conversely, an increase 

in thair employment -poptilation ratio should be regarded as a favorabljs 

- • development,, even if their unemployment rate fails to recede signifi- 

' . ' . ■ . ■ ^ ■• 

caatly. 

■ . ■ " . ■ ■ 

SUMMARY AND CONCLUSIONS ' "■ . . ' ^ . 

>. ■ ' * 

Is In this paper we have eJcamined the is^sue of how. low the ui}employ- 

ment rate for youths might be brought, and pointed oul? that fop^the 

entire sixteen to twenty- four, group the rate has never averaged less 

, than &% for any year since the Korean War. In addition, we indicate 

* f ■ . ' ■ - 

. - ' that in some recent^/'full-employment^' estim^ates the youth jobless rates 

. . have been pegged, even higher, . ' . 

With regard to the wages 'tha^f would have to be paid to yout^ . 
" . • ' ■ >■ • 

placed in job programs, we. presented ^several distributions, .^all of which ^ 

^. ^ show a large dispersioi^. Many youths, particularly in the sixteen to . 

nineteen group, are apparently willing to^wcrrk for less than the federal ; 

minimum. At the same time, many otl^ers, particularly those twenty to • 

1 * twenty-four; are generally earning mufcj^ more--andt expect .to earn much 

more — ^than the minimum. . ' \ 

J . 5"i 'Seg, f^o'r example, Stanley L,. Friedlander, Unempldymeht in the Urban 

Core ; M Analysis of Thirty Cities with j^olioy ^ ^ Recommendations , 
4 (New YoYk: fraegar: ^:972) / Reference to the increase in the 
, . * swaply of labor resulting from the creation of» a ^iveri number of 

i||fDs can be foirfid onj)age 133, / . \ 
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Finally, we- u|ed the averages from these distributions, along with 
the federal Tijintraum, to compute some estimate of what it might have cost 
in 1976 to place enough unempioyed youths ir\ jobs so as to lower theii* 
incidence of unemployment to the levels of 1969 and, alternatively, to 

those of 1973. Althoiigh' these estimates are "based on many assumptions 

/ ■ ^ ■ 

and are* subject to mdny.^ limit at ions, they illustrate the potential of 

' ■ ^ / 

the demograph'ically-oriented, earnings data which have become available 
in recent years. , * . 



TECHNICAL NOTE 



SOURCES OF DATiV 



■ ■ > ■ ' t"^ \ I' 

The cost estimates pitesented in this paper were de«yeloped mom data 

obtained /rom the Current' Population Survey "(CPS) conducted by tlie ^- \ 
Bfireau of the Census. Specifically, .the statistics on youtlj unemplby- 
me'nt Uurinp 1969, 1973, and 1976 were^ collected in the March "1970,/ . 
March 1974^, and March 1977 surveys.' These data, along wifh' the e#loy- 
meht. and unemployment data fqpc other- workers, appeared in varlou^^ issues 
of the Bureau of Labor Statistics' Special Labor Force Reports' (Report 
#127, J171, and #201). However,*" some- unpublished data from these sur- 
veys w^ere also used in the calculations. With ' respect' to the wages and 
earnings used iw the calculatioris ) the lowest acceptable wages of youth 
Were collected in a special CPS survey of the unemployed taken 'im May. 
1976 (these data have neyer before been pub^ ished) ; the prevailing 
earnings of the unemployed were developed through regression analysis 
that Used th^ usuHl^weekly earnings of employed workers also collecfed 
in the May 1976 CPS (see footnotes 3 and 6 of text for specific re- 
ferences). . ' . ' . 

MOTHODOLOGY ' . 

# 

I ■ 

The general^ principle invab/ed in estimating the costs of youth 
unemployment consisted of multiplying the number of person-weeks, 'or 
person-hours, of youth unemployment by first, the minimum wage ($2.30 
ifi 1976), second, the la\yest acceptable hourly wages of youth, and, 
third,^ the prevailing earnings of unemployed youth. 

All of tjie estimates were first developed for eight groups -of 
youth (men, sixteen to nineteen, looking for full-time jobs; men sixteen 
to nii0|teen; looking for part-time jobs; women sixteen to nineteen, 
looking for full-time jobs; women sixteen to nineteen, looking for part- 
time jobs; ;and the four corresponding. groups of workers age twenty to 
twenty-^ four) . These estimates were then summed to- yield the total cost 
estimates.. The' specific -steps followed, in making these estimates we're 
as fol lows : * " . 

Step .1. Estimating the total costs of youth unemployment in -1976 . , 
For each .of the eight groups of . youth mentioned above, estimates . . 
were made of the number of person-aours 'and- person-weeks lost 
through'^ unemployment in 1976* The number of person-hours lost 
was used "to prepare the cost estimates using the minimum wage 
'and the Lowest acceptable wage; the number of person-weeks lost 
wds used in making the estimates based on ^e potential weekly 
eamingl^ of the unemployed. 

The extent of youth unemployment in 1976 was tabulated ^n 
- ' weekly intervals (1 to 4 weeks, 5 to 10, 11 to 14, 15* to 26y '27 
/ to 40, an^ 40 or more weeks) . It was assumed that youths classd- 
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fil&d in each interval experienced the number of weeks of onemploy^ 
hnent* represented by the mid-point of each interval (ie» the mid- 
point of . the 1 to. 4 w^eeks interval was 2*5 weeks). Since these 
calculations yielded estimates of the number of person-weeks "of 
unemployrnent for each ^of the eight groups of youth, it was now 
passible to multiply them^by the potential weekly ^earnings of 
the unemployed to arrive 'at one *of the three total cost estimates. 

. To produce the cost estimates based on the ijiinimum wage and 
lowest ^acceptable hourly wage, it was' necessary to- convert the 
person-weeks of youth unem{)loyment into, person-hours . U?3-n'g forty 
hotirs for those seeking full-time work arid the actual annual 
average number of part-time hours -worked by^youth, person-hours 
of unemployment for- youth in 1976 were estimated. The minimum 
wage and the lowest acceptable hourly wage's were then" multiplied 
' by these person-hours' to yield the other two total cost estimates 
of youth unemployment.. . ^ 

^tep 2, ' Estimating the job deficit . To estimate the number of 
jobs that would have been required ife reduce youth joblessness * 

• in 19.76 to 'the rat 6s experienced in 1973 and 1969, the following 
procedure -was used: Jhe proportions of the o^outh population ^• 
(civiliian no.ninstitut ional population) in 1969 and 1973 who ex- 
perienced some unemploymeijrt during these years were applied to 
the yAuth population in 1976. The ]j)roducts of these multiplica- 

, tions were then -subtracted from the ^ctual 197^ level of youth 

. unemp'loyment* to arrive* at the size of the job deficits. 

Obvious ly^, we have assumed that the proportions of youths / 
experiepcing unemployment during 1969 and 1973 . are consistent 
with^ the rate, or incidence, of youth unemployment .in these years. 

These hypothetical tevels of unemployment for 1976, abased on / 
the 1969 and 1973 experiences^ were then used to calculate two 
altei^ative total- costs of yQUth unemployment. 

Step 3. Estimating' tot aL costs' of youth unemploy men t in 1976 under 
two d^llfrerent assumptions about the 'level and distribution of 
y<>uth' unemplo)anent . To prepare total cost estimates of youth un- 
employment under- two diffq;rent assumptions about its level and 
distribution,' it was necessary to return to the actual data for 
those years. The actual percfent distributions of yquth unemploy- 
ment were calculated (t\he eight youth'^groups mentioned above. 
Cross-classified by weeks^ of unemployment , comprised the distribu- 
tion) for both 1969 and 19731; (The same procedure as in^te'p (1)> 
was used in^deyeldping the distribution^of person-hours unem- 
ployment.)- These two percent distributions were then applied td 
l^he tvfe hypothetical levels -or unemployment estimate^ in Step (2),. 
Once the actual numbers of person-weeks and person-hours had been 
calcftolated^ they were multiplied by the minimum wage, lowest^ 
acceptable wages,, and prevailing earnings of youths to arrive at 
the total costs estimates. 



